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Financial News from the Reporter’s View- 
point 

“From the standpoint of the re- 
porter, trust departments are things 
to be avoided wherever possible, first 
because the men in them are difficult 
to approach, fearful of being inter- 
viewed and, like lawyers, have little 
conception of time and the impor- 
tance, to a newspaper, of avoiding the 
wastage of the hours. * * * 

“The average bank officer is wedded 
to the statement habit. He wants to 
see what he says in print just so. He 
does not realize, too frequently, that 
the superlatively important thing is 
what he tells and how accurately the 
reporter gets the facts, rather than 
how the substance is expressed. * * * 

“Mutual trust is the basis of bank 
and customer relations and should be 
a solid basis for the relationship, frank 
and friendly, between a bank officer 
and a newspaper reporter. * * * 

“Nothing so blacklists anybody in 
a newspaper office as to be recorded 
as guilty of denying, on grounds of 
prematurity or otherwise, facts sub- 
sequently proved substantially accu- 
rate. Prevaricators, it is not generally 
known, remain on reporters’ lists only 
at a marked discount. So also do per- 
sons who mislead newspapers, delib- 
erately or unintentionally but fre- 
quently, by inaccurate statements of 
fact. The public will be better served 
by a policy of frankness about perti- 
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nent facts and a recognition, on the 
part of banks and trust companies, 
that press relations constitute a vital 
part of sound public relations.” 


F. Edmonds Tyng, Jr., Financial Re- 
porter, The New York Sun. Page 323. 


Ante Mortem Probate 

“In justification of an administra- 
tive procedure for the (ante mortem) 
determination of the validity of wills 
which, it must be conceded, would in 
effect deny to the testator’s heirs and 
next-of-kin (or beneficiaries under a 
prior will) their day in court, it 
should be remembered that the pro- 
cedure proposed merely affords a 
means whereby the testator may dis- 
pose of that over which he has an 
absolute power of dominion. If gen- 
uine doubts as to his mental capacity 
to control his affairs had arisen, his 
family could always have taken the 
appropriate measures to withdraw his 
estate from his control. But so long 
as he has not been subjected to such 
restraint and provided he can satisfy 
a disinterested examiner by adequate 
evidence of his testamentary freedom 
and capacity, there seems little rea- 
son to permit those disappointed by 
his will to discover, ex post facto, 
ground for impugning a solemn and 

deliberate testamentary act.” 
Dr. David F. Cavers, Professor of Law, 


Duke University, Durham, N. C. Page 
327. 
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Trust Business of National Banks 

“In four of the seven classes of 
cities trust departments of national 
banks showed an excellent gain in 
gross earnings throughout the entire 
five years of the depression. Cities un- 
der 25,000 population were the only 
ones to show a direct loss between the 
years 1930 and 1934: 21.8 per cent. 
Trust departments in cities between 
100,000 and 250,000 population 
showed a slight gain of 1.4 per cent; 
while in cities of the next class smaller 
(50,000 to 100,000) the gain was 8.6 
per cent. In cities between 25,000 and 
50,000 the gain in gross earnings was 
23.0 per cent; in cities between 250,- 
000 and 500,000, 29.1 per cent; in cit- 
ies between 500,000 and 1,000,000, 
31.5 per cent; and in cities of the larg- 
est class (over 1,000,000 population) a 
gain of 53.5 per cent. 

“This maintenance in volume of 
trust business—and particularly in 
gross earnings of trust departments— 
during the greatest depression in 
banking history speaks well for the 
solidity of the foundation on which 
corporate fiduciaries have built. With 
business conditions once more on a 
normal basis, corporate executorships 
and trusteeships should show a re- 
markable gain.” 

Paul P. Pullen, Manager, Business De- 
velopment, Chicago Title & Trust Com- 
pany. Page 333. 

Radio 

“In summarizing the results of our 
experience with radio advertising, I 
can safely say that the Peoples Bank 
derived more favorable attention from 
their radio broadcasts than they have 
through any other medium used dur- 
ing the last ten years. However, for 
the benefit of those interested in this 
medium, I will say that radio adver- 
tising should be used primarily for 
institutional advertising rather than 
departmental. * * * (Broadcasting has 
steadily increased our deposits, and 
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has brought new customers to our 
bank. It further developed a tremen- 
dous amount of good will and public 
interest in our institution, and built 
a splendid esprit de corp among our 
bank personnel.” 


Ward Walker, Peoples Bank and Trust 
Company of Seattle, Wash. Page 366. 


Taxation 

“T believe it would be the height of 
folly to blind ourselves to the fact that 
political strength in our democracy 
lies with the masses, and that if they 
were taxed directly to the same extent 
as they are taxed indirectly, the 
squawking that would ensue would be 
sufficient to threaten the very exist- 
ence of the state. 

“Ts it fair, is it proper, is it wise to 
obscure the true picture of the tax 
burden of the masses with the various 
devices which constitute our system 
of indirect taxation * * * chiefly the 


excise taxes?” 
G. W. Gerstenberg, Chairman of the 
Board of Prentice-Hall, Inc. Page 341. 


Real Estate of the Future 

* * * “the real estate bond of the 
future and more particularly the bond 
secured by a mortgage on residential 
property, will present a contrast to 
the real estate bond of the past in 
several respects. 

(1) It will be secured by a first 
lien on the property and will be writ- 
ten for a large enough percentage of 
the property’s fair value to take care 
of the borrower’s needs without im- 
periling the lender. Hence, the second 
mortgage on residential property will 
probably become obsolete. 

“(2) It will bear a progressively 
lower rate of interest as its safety and 
liquidity factors rise. In time a secur- 
ity bearing a higher rate than 414 per 
cent may be regarded as_ extor- 
tionate.” 

David Saperstein, Director of Trading 
and Exchange, Division Securities and 
Exchange Commission. Page 410. 





Financial News from the Reporter’s Viewpoint 


F. EDMONDS TYNG, Jr. 


Financial Reporter, The New York Sun 


(Editor’s Note: It seems illogical that any substantial progress can be 
made toward sound public relations of the banking and trust fraterni- 
ties without taking into account the power of the press. A good “news” 
story is more impressive, to the popular mind, than the most: astute 
explanation or the most unassailable statistic. In many cases the news- 
paper is the main contact between the banking or trust world and man- 
on-the-street. In the belief that trust and banking’ executives, as well as 
newspaper men, have a common public duty to cooperate in the proper 
interpretation and presentation of financial and fiduciary news, TRUST 
Companies Magazine has undertaken to present, beginning with this 
issue, authoritative analyses of the subject from its more important 


angles.) 


O the average newspaper man the 
trust department of a bank is an 
odd corner of the world of banking 
where necessary but rather complicated 
business is transacted, inextricably 
bound up with legal matters, none of 
which is important to the general public. 
To this vague generalization the news- 
paper reporter would allow two excep- 
tions: first, when something scandalous 
breaks out in the court news involving 
the bank as executor, administrator or 
trustee, and, second, when something of 
the extremely odd or funny crops out. 
Furthermore, from the standpoint of the 
reporter, trust departments are things to 
be avoided wherever possible, first be- 
cause the men in them are difficult to 
approach, fearful of being interviewed 
and, like lawyers, have little conception 
of time and the importance, to a news- 
paper, of avoiding the wastage of the 
hours. 


Establishing Proper Contacts 


To the trust department officer a news- 
paper reporter is a stranger who has 
been sent to the bank for one purpose 
only, namely to extract some information 
which the bank does not desire to have 
published in the public prints. He is, in 
the bank officer’s eyes, a person who does 
not appreciate conservatism, the delicacy 
of public and customer relations and the 
public importance of always presenting, 
to the public, news served up as the 
banker thinks it ought to be served. 


These divergent points of view have 
but one result: the fascinating and im- 
portant news which does originate or 
emanate from the trust department of a 
bank is overlooked by a newspaper or 
even ignored and the bank not only does 
not enjoy the benefit of some occasional 
excellent indirect advertising but occa- 
sionally suffers from stories of the 
“wrong” kind. 

Obviously something must be done 
about it, and the forward looking banks 
are the first to admit it. The only ques- 
tion is how. For the bank it is important 
to understand the newspaper point of 
view. What does a newspaper want? 

First, it wants news which is either 
of sufficient local importance, or which 
will have an appeal, human interest or 
otherwise, to the widest possible audi- 
ence of readers; news of sufficient value 
to justify giving space to it, for space is 
limited and of great value. Second, it 
wants to get the news in the shortest 
possible time and with the greatest de- 
gree of accuracy. It wants to be able to 
send a reporter to interview, or to tele- 
phone to an executive who not only is 
personally familiar with the subject, but 
who has authority to do so. It does not, 
in the case of many great dailies, desire 
to deal with press agents, inside or out- 
side, while the founts of knowledge and 
authority remain discreetly behind closed 
doors. 

This is not to say that the services of 
a publicity man who spends most of his 
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efforts in steering a newspaper man to 
the right source of the news, rather than 
in passing out carefully prepared 
“canned copy” are not appreciated. Some 
of the most successful bank publicity 
men spend little time dictating stories; 
they answer their telephones promptly 
and tell inquiring reporters the bare 
facts, sometimes preparing factual sum- 
maries, take the reporters to appropriate 
officers if more details are required and 
in general smooth the path without at- 
tempting to control the direction it takes. 


The Essence of Reporting 


Reporters for great newspapers can- 
not let personal feelings influence what 
they write; they judge men and what 
they do as well as institutions and their 
affairs on merit and on a basis of news 
value; they must be accurate, for great 
newspapers cannot afford to make many 
mistakes. The wise bank publicity man 
knows this, and he also knows that 
stories cannot be suppressed at the will 
either of the reporter or of the bank. 

Speed, which is so essential to a news- 


paper which gets out new editions hour 
after hour, should be important to the 
banker and trust official, too. It is a com- 
mon saying that a denial or an explana- 
tion never’ catches up with the impres- 
sion created by the first story. 


A newspaper is morally obliged to 
present both sides of every case, but it 
is not obliged to hold up facts which, in 
its estimation, should be published, until 
it has interviewed and obtained com- 
ments from all parties. Naturally it 
should verify the facts, but it may do so 
in its own way, from any source, and 
need not await carefully prepared “state- 
ments” issued hours after the event. One 
of the most common mistakes banks 
make is to ignore for hours some pub- 
lished stories and then issue statements, 
some of which do not appear until the 
next day. The most valuable “statement” 
is the immediate verbal or quickly dic- 
tated comment which is made by an 
executive in authority. By valuable, I 
mean to the bank. To the newspaper it 
makes little difference, provided it has 
verified the first news. 


Facts Versus Canned Statements 

Almost any editor could write a book 
on statements. Once I watched a group 
of bank officials, all senior, carefully pre- 
paring a statement on a matter of im- 
portance, under the auspices of a clear- 
ing house. While reporters sat around 
and watched, every word, every sentence, 
every comma and semi-colon was gone 
over by brains to whose owners high 
salaries were paid. Two hours were con- 
sumed; the thing was redrafted five 
times; in its final form, satisfactory to 
the bank officials, it was quite verbose 
but contained little news, and that was 
merely confirmation of what had been 
published hours before. In the press the 
substance of the statement duly appeared 
but few papers used the text and the 
hours of time, precious alike to the bank- 
ers and to the reporters, were quite 
wasted. 


Statements should be brief and to the 
point and express opinions only if they 
are to be quoted as the opinions of the 
management of the bank making the 
statement. They should be written with 
the fact clearly in mind that the whole 
thing may appear in quotation marks. 
Anonymous statements, quoting nobody, 
“an important banker” or “a prominent 
authority” are no longer popular in 
newspaper offices. They should leave un- 
answered no questions, unless they state 
why certain questions cannot or will not 
be answered. They should not be am- 
biguous. 

The average bank officer is wedded to 
the statement habit. He wants to see 
what he says in print just so. He does 
not realize, too frequently, that the su- 
perlatively important thing is what he 
tells and how accurately the reporter 
gets the facts, rather than how the 
substance is expressed. In such rare in- 
stances where it is important that cer- 
tain lines of direct quotation be ex- 
pressed in exact language, a reporter 
usually may be persuaded to jot down 
the exact words and read them back or, 
if the comment is lengthy, type them out 
on the nearest typewriter. Many report- 
ers will gladly dictate some of their 
stories to the bank officer’s own secretary 
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and check its accuracy before leaving 
the banker’s office. 


Sound Basis for Beneficial Relationship 


Mutual trust is the basis of bank and 
customer relations and should be a solid 
basis for the relationship, frank and 
friendly, between a bank officer and a 
newspaper reporter. If such a trust is 
broken by either side it is then time to 
think up a remedy or to change relation- 
ships. The bank or trust department offi- 
cer who is always digging up interesting 
little items in which his own bank may 
or may not be concerned, and who is al- 
ways fairly well acquainted with doings, 
not only in his own bank but in other 
banks, will be as popular with newspaper 
reporters as a sugar barrel is with flies. 
And newspaper reporters who make reg- 
ular calls, bringing with them news of 
what is going on not only in the world 
in general but in the bank next door or 
around the corner, are usually welcome 
visitors in any bank. 

By encouraging these frequent con- 
tacts the bank gradually will build up 
goodwill which will not only bring the 
institution more prominently before the 
public eye because of the greater oppor- 
tunity the newspapers will have to dig 
up stories of merit but it will also bene- 
fit from the greater accuracy with which 
such stories as concern it are printed. 
Unfamiliarity and lack of close contacts, 
or contacts which are unusually difficult, 
are the greatest sources of inaccuracies. 

The largest financial institutions in 
Wall Street never assume to influence 
publication of news, especially in the 
direction of suppressing it. Some news 
may be unfavorable, but if it “breaks” 
and is of wide public interest, it is con- 
ceded that a newspaper has a right to 
make use of it. The parties concerned 
may comment or refuse to comment but 
it is unethical to hush up and still more 
unethical to issue a technical denial 
which will later metamorphose into a 
confirmation. Nothing so blacklists any- 
body in a newspaper office as to be re- 
corded as guilty of denying, on grounds 
of prematurity or otherwise, facts sub- 
sequently proved substantially accurate. 
Prevaricators, it is not generally known, 
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remain on reporters’ lists only at a 
marked discount. So also do persons who 
mislead newspapers, deliberately or un- 
intentionally but frequently, by inac- 
curate statements of fact. The public will 
be better served by a policy of frankness 
about pertinent facts and a recognition, 
on the part of banks and trust com- 
panies, that press relations constitute a 
vital part of sound public relations. 


BasilS. Collins First Bank Officer 
to Receive Coveted C. L. U. 
Degree 

In the conferment exercises held by 
the American College of Life Under- 
writers at the convention of the National 
Life Underwriters Association at Des 
Moines, Iowa, 
in September, 
Basil 8. Col- 
lins, assistant 
vice-president 
of the Old 
Colony Trust 
Company of 
Boston, 
Massa- 
chusetts, re- 
ceived the 
designation of 
a Chartered 
Life Under- 
writer. Mr. 
Collins is the 
first bank officer in the United States to 
receive this designation and the privilege 
of wearing a C. L. U. key. 

He has devoted his efforts for many 
years to promoting closer cooperation 
between the trust company and life in- 
surance companies and _ underwriters 
throughout New England. In order to 
promote a thorough understanding of the 
element of life insurance in estate plan- 
ning he prepared himself for and passed 
the examinations required to achieve the 
C. L. U. designation. 

Mr. Collins is a Harvard man with the 
degrees of A.B. and L.L.B., and is presi- 
dent of the Boston Life Insurance Trust 
Council, an organization made up of all 
the trust companies and life underwriters 
in Boston and the surrounding cities. 


BASIL S. COLLINS 
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It’s Our Job to Manage 
Estates and Trusts 


CITY BANK FARMERS TRUST 
COMPANY, America’s oldest trust 
company, whose charter marked 
the inception of corporate trustee- 
ship in this country, is today a 
trust company exclusively. It does 
no commercial banking business 

. . sells no securities. Its entire 
personnel is dedicated to a single 
purpose — the care and manage- 


ment of the property of its clients. 


CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 


22 William Street —New York 


— EE ——————_—————————— eee eae Oe 
8 Oh a a SS a PE es ee 
NN 








Ante Mortem Probate 


Supplementary Procedure Proposed to Reduce Hazards of Testamentary 
Disposition 


DR. DAVID F. CAVERS 
Professor of Law, Duke University, Durham, N. C. 


Professor Cavers is presently serving as a member of the Commission on Revision of the 
Laws of North Carolina Relating to Estates. The proposals presented in this article are 
not, however, to be considered as reflecting the views of the commission, which is engaged 
as yet only in the preparation of preliminary studies. 


ENRY FORD, according to re- 
H port, has been busy gathering 

for his collection at Dearborn 
the simple tools and crude machinery of 
our ancestors which the inventive in- 
stincts of the American people (Mr. 
Ford included) have long since rendered 
obsolete. But there is as yet no call for a 
legal machinery wing in this museum of 
American antiquities. Most of the legal 
devices imported by our colonial fore- 
fathers still stand in the latest compila- 
tions of the statutes, patched up here 
and there by amendments, glued together 
in many places by court decisions, and 
kept running by the ingenuity of bench 
and bar—at the expense of the general 
public. 

Especially is this slavish devotion to 
the practices of the past evident in the 
domain of private law, and nowhere is it 
more manifest than in the law relating 
to the execution and probate of wills. 
Seemingly our legislators have assumed 
that the ultimate in legal achievement 
was attained in this field by the Parlia- 
mentary draftsmen of 1677 and 1837, 
for the testamentary laws of forty-seven 
of our forty-eight states are based on 
the models furnished either by the Stat- 


1See Bordwell, ‘“‘The Statute Law of Wills’ (1928) 
14 Iowa L. Rev. 1, 4. Louisiana, whose law is mod- 
eled on the Code Napoleon, constitutes the exception. 
Nineteen states have made provision for holographic 
wills, an American importation from the Continent. 
Id. at 25. 


2Often, in so doing, they jump from frying pan into 
fire. Such litigation-breeding devices are resorted to 
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ute of Frauds or the Wills Act passed as 
Queen Victoria was ascending to the 
throne. 
Vulnerability of Wills 

But the facts—which are matter of 
common knowledge—do not harmonize 
with this complacent assumption. The 
“strike” will contest, the forced settle- 
ment, the forensic laundering of soiled 
linen which a litigated contest compels, 
have created a situation which is un- 
savory in the extreme. For the modern 
testator, to quote Mr. Henry Taft, 
“death becomes ... ‘armed with new 
terrors.’” In an effort to escape these 
perils, men of property who may suspect 
that their testamentary desires are not 
likely to coincide with the wishes of their 
heirs and next-of-kin, are tempted to 
resort to other means than testation to 
dispose of their property’ or, instead, 
capitulate to the dictates of those in a 
position to contest their wills. In every 
such case, our testamentary law fails, and 
these failures should be matter of spe- 
cial concern to trust companies. Resort 
to testamentary trusts which withdraw 
from the profligate and the improvident 
the opportunities for indulgence which 
they crave, may be abandoned by testa- 


as the conditional delivery of deeds, the absolute de- 
livery of deeds containing provisions postponing 
their operation until the grantor’s death, the creation 
of joint bank accounts and deposits in trust for 
others, and the making of gifts mortis causa. The 
revocable living trust is, of course, the most satis- 
factory of the various alternatives to the will, but its 
employment may not always be practicable or con- 
venient. 
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tors unwilling to run the risk of will 
contests. 

The vulnerability of the will lies in 
the fact that it cannot be established as 
valid until after the death of the person 
best able to demonstrate its validity—the 
testator himself. If reform is to strike 
at the root of the evil, it must have for 
its objective the validation of wills dur- 
ing the lifetimes of their makers. To do 
this, it is necessary to depart radically 
from the machinery of testation devised 
in seventeenth century England, but this 
consideration should certainly not deter 
inquiry as to the feasibility of change. 

Grounds for attack on wills fall into 
four categories: (1) non-compliance 
with the statutory rules governing ex- 
ecution; (2) forgery; (3) fraud or un- 
due influence; and (4) lack of testa- 
mentary capacity. The first of these need 
not alarm unduly the testator who en- 
joys competent legal advice, however 
disastrous a trap our rules may prove to 
those who are beguiled by their seeming 
simplicity into endeavoring to dispense 
with skilled counsel. Forgery is also a 
risk which may be minimized by those 
willing to avail themselves of the statu- 
tory provisions for the deposit of wills 
which are to be found in a number of 
states and which should be enacted in 
all.‘ 

But it is chiefly the contests on 
grounds of undue influence and lack of 
testamentary capacity which impair pub- 
lic confidence in the will. This confidence 
cannot be restored by statistics pointing 
to the relatively small number of such 
contests in proportion to probated wills 
and the still smaller number of success- 
ful contests. After all, most wills dispose 
of their makers’ estates in complete con- 
sonance with the wishes and expecta- 


4States making provision for deposit include Arkan- 
sas, Kansas, Maine, Maryland, Massachusetts, Michi- 
gan, Minnesota, Nebraska, New Hampshire, New 
York, North Dakota, Ohio, Oklahoma, South Dakota, 
and Utah. The New York statute was amended in 
1923 to provide for the filing with the will of an 
affidavit by each subscribing witness “setting forth 
such facts as he would be required to testify to in 
order to prove such will,’’ and of affidavits by cer- 
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tions of their families. Where confidence 
must be created, if our testamentary 
law is to function satisfactorily, is 
among those testators whose family sit- 
uation is such that their desires are 
likely to conflict with those of members 
of their families. Statistics as to con- 
tests, if restricted to this group, might 
present a more alarming picture. 


Statutory Experience 


Among common-law jurisdictions 
there seems to have been but one statute 
enacted to provide a method of ante 
mortem probate. Michigan, in 1883, 
adopted an act authorizing optional pro- 
bate proceedings for wills during the 
lifetime of the testators.° The proceed- 
ings themselves were to follow the con- 
ventional lines. The testator’s petition 
for probate was to set forth “the names 
and addresses of every person who at 
the time of making and filing the same 
would be interested in the estate of the 
maker of such will as heir if such maker 
should at the making of such petition 
become deceased.” Citations were to is- 
sue to such parties and any other parties 
whom the testator desired to join in the 
proceedings. The decree of the probate 
court was to have the same effect as if 
made after the death of the testator, but 
he was to retain full power of revocation 
and alteration of the will thus admitted 
to probate. 

In Lloyd v. Wayne Circuit Judge,® an 
appeal from an order denying probate 
to a will under this act, the Michigan 
Supreme Court held the statute uncon- 
stitutional as authorizing a proceeding 
beyond the scope of the judicial power. 
Stress was placed on the facts that the 
persons cited thereto could then have no 
legal interest in the testator’s estate and 


tified medical examiners “certifying that the maker 
of said will was of sound mind at the time of its 
execution, together with any facts supporting such 
opinion.” N. Y. Cons. Laws (Cahill, 1930) ¢c. 13, sec- 
tion 30. The value of these provisions is self-evident. 
5 Mich. Pub. Stat. 1883, 17. The text of this act is 
set forth in Note (1885) 24 Am. L. Reg. (N. S.) 
794. 


656 Mich. 236, 23 N. W. 28 (1885). 
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that the testator had the power to render 
the order of the court ineffectual as soon 
as it was issued.’ 

Whatever the merits of this decision 
on constitutional grounds,® it seems evi- 
dent that from a practical standpoint the 
act would not have proved satisfactory 
in operation. Few testators would be in- 
clined to invite an attack upon their com- 
petency or freedom from undue influ- 
ence. And where testators had the 
hardihood to do so, the statute operated 
in terrorem with respect to heirs who 
might have just cause for complaint, for 
success in this proceeding would have 
afforded them no protection against the 
execution by their ancestor of a subse- 
quent and perhaps equally unjust will. 
Moreover, if they declined for this rea- 
son to answer, there would be little like- 
lihood of adequate inquiry to determine 
the validity of the will. 


Renewed Interest in Supplementary Aspects 

With the collapse of this legislative 
experiment, interest in the possibilities 
of ante mortem probate seems to have 


dwindled until very recent years. In 
1930, the National Conference of Com- 
missions on Uniform State Laws created 
a special committee on a “Uniform Act 
to Establish Wills Before the Death of 
Testator,” under the chairmanship of 
Mr. Clarence E. Martin of West Vir- 
ginia, former president of the American 
Bar Association. A tentative draft of 
this act was reported to the Conference 
by this committee in 1932. 

The act is designed to supplement and 
not to repeal the conventional procedure 
for the execution and probate of wills. 
In addition to a provision for the deposit 
of wills similar to those now in force in 
a number of states, it provides an alter- 
native procedure substantially similar to 


7Cooley, C. J., in a separate opinion, noted an addi- 
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tional ground for invalidity, failure to provide for 
notice to the testator’s wife which, in his opinion, 
rendered the act inoperative because of its conflict. 
with statutory rights of the wife, which the legis- 
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8 With the coming of the declaratory judgment into 
judicial favor, it seems likely that a more favorable 
reception would be accorded the Michigan act today. 
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that provided in the 1883 Michigan act. 
The testator, upon filing his will, may 
file therewith a petition that his will be 
established prior to his death, naming 
therein his wife and those persons who 
would be his heirs if his death occurred 
at that time. A hearing to which the per- 
sons named are cited is then to be held 
and if it is concluded favorably to the 
testator, he “shall be conclusively pre- 
sumed to have executed the writing as 
and for his will as of the date of the said 
filing, without fear, fraud, importunity 
or undue influence, and with a full 
knowledge of its contents, and that he 
was of sound mind and memory and full 
testamentary capacity” and that he 
executed the will in conformity to the 
statutory requirements. Provision is also 
made for the withdrawal of wills so filed 
with the effect of revocation and for 
revocation by subsequent will or codicil 
without filing the revoking instrument.® 

This act is, of course, open to the same 
criticisms as have been raised with re- 
spect to the Michigan act. Laudable as 
is the aim of the committee’s undertak- 
ing, it is submitted that the means 
chosen are ill-devised for its attainment. 
Since the submission of this draft act 
two suggestions for an ante mortem pro- 
bate procedure of a different character 
have been advanced—one by the writer 
of this article in the University of Chi- 
cago Law Review for January, 1934,?° 
and the other by Mr. Harry Kutscher of 
the New York Bar in the American Bar 
Association Journal for July, 1935," 
(reprinted, substantially in TRUST Com- 
panies Magazine—July, 1935). These 
proposals are based on a suggestion 
proffered by Justice Campbell in his 
opinion in the Lloyd case. 

Justice Campbell in expressing his 


9The text of the first tentative draft of this act is set 
forth in the Handbook of the National Conference 
of Commissioners on Uniform State Laws for 1932, 
p. 465. 

10Cavers, ‘“‘Ante Mortem Probate: An Essay in Pre- 
ventive Law” (1934) 1 Univ. of Chi. L. Rev. 440. 

11Kutscher, “Living Probate” (1935) 21 A. B. A. J. 
427. 

1256 Mich. at 242, 23 N. W. at 30. 

18For more detailed presentations of the two plans, 
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sympathy with the objective of the Mich- 
igan act pointed to the procedure for 
acknowledgment of deeds as establishing 
an effective precedent for the legislature. 
“There is no _ sensible reason,” he 
stated,'* “why a will which is always re- 
vocable and contingent should not be 
established, presumptively at least, by 
such an acknowledgment as will suffice 
to prove a deed which is irrevocable; and 
where, as is usually the case abroad, 
such an acknowledgment is made before 
trustworthy officers, in the presence of 
known and reputable witnesses and in 
the enforced absence of all other persons, 
the security against incapacity and in- 
competency is quite as strong as can be 
found in a contest before court or jury 
that never saw the testator.” 


Proposed Administrative Procedure 


In outlining procedure designed to im- 
plement this proposal, Mr. Kutscher and 
I are in substantial accord. Employment 
of the procedure proposed is to be op- 
tional. It contemplates the appearance 
of the testator before a designated offi- 
cial of the probate court, accompanied 
by witnesses, the examination of the 
testator by that official, and the deposit 
of the duly authenticated will with the 
probate court, subject to a power of 
withdrawal and alteration by the testa- 
tor.* There is, however, a marked dif- 
ference between the two proposals as to 
the effect of such authentication. A will 
authenticated in the manner proposed by 
Mr. Kutscher would still be subject to 
attack on grounds of fraud, undue influ- 
ence, and testamentary incapacity, en- 
joying only the benefit of a presumption 
of validity on those grounds, a presump- 
tion reinforced, it is true, by the very 
character of the procedure proposed.“ 


which would disclose minor differences not material 
for the purposes of this paper, the reader is referred 
to the articles cited in notes 10 and 11, supra. 
Neither article, however, purports to present a per- 
fected outline of the necessary legislation. 


14How effective such a presumption would be as a 
deterrent to “strike” will contests is open to ques- 
tion. A forced settlement rather than ultimate vic- 
tory in the courts is the caveator’s objective in such 
cases. 
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My proposal is that a will so authen- 
ticated be given conclusive validity, sub- 
ject to the qualification that the pro- 
ceedings for authentication would be 
open to attack on grounds analogous to 
those invoked to set aside a judgment 
or decree. Thus, want of jurisdiction, 
fraud or interest on the part of the 
examining officer, impersonation of wit- 
nesses, or wilful and substantial mis- 
statements of fact in the affidavits sub- 
mitted by the testator or witnesses, 
might properly be grounds for setting 
aside the “probate.” Moreover, the rig- 
orous consequences of such _ probate 
would require, on the part of the probate 
official, a more searching examination of 
the testator and his witnesses than that 
envisaged by Mr. Kutscher. Where sub- 
stantial doubt were to arise, as to the 
freedom or capacity of the testator, the 
examiner should, I suggest, be author- 
ized to deny probate. From such denial 
no appeal should be had, but the rejected 
will might be offered for post mortem 
probate in the usual manner. A similar 
privilege should be afforded the pro- 
ponents in the event the proceedings for 
authentication were invalidated. 

In justification of an administrative 
procedure for the determination of the 
validity of wills which, it must be con- 
ceded, would in effect deny to the testa- 
tor’s heirs and next-of-kin (or benefi- 
ciaries under a prior will) their day in 
court, it should be remembered that the 
procedure proposed merely affords a 
means whereby the testator may dispose 
of that over which he has an absolute 
power of dominion. If genuine doubts as 
to his mental capacity to control his af- 
fairs had arisen, his family could always 
have taken the appropriate measures to 
withdraw his estate from his control. 
But so long as he has not been subjected 
to such restraint and provided he can 
satisfy a disinterested examiner by ade- 
quate evidence of his testamentary free- 
dom and capacity, there seems little 
reason to permit those disappointed by 
his will to discover, ex post facto, 
grounds for impugning a solemn and 
deliberate testamentary act. 


Restrictions on Testamentary Liberty 


However, underlying our toleration of 
the will contest on grounds of undue in- 
fluence, fraud, and incapacity, there has 
doubtless been an inarticulate but none- 
theless real disapproval of the wide de- 
gree of testamentary freedom granted 
by Anglo-American law. Very often, I 
suspect, if the truth were known, a jury 
verdict in favor of caveators would be 
found to represent not a conviction on 
the part of the jury that the testator 
lacked testamentary freedom or capacity 
but that, in exercising it, he had acted 
unfairly or unwisely. 


Before closing the door to such con- 
tests, it would be well, therefore, to de- 
vote serious consideration to the wisdom 
of further restrictions on the liberty of 
testation in favor of the decedent’s im- 
mediate family.*° Legislation according 
such protection to wives has. already 
been enacted in many states, either in 
lieu of or supplementary to dower rights. 
The propriety of its extension, at least 
to dependent children and perhaps fur- 
ther, deserves study at this time. And, 
in connection with this study, it should 
be remembered that not infrequently a 
seemingly unequal and unfair distribu- 
tion of an estate may evidence merely 
the testator’s judgment that the person 
excluded from his bounty cannot safely 
be entrusted with the management of 
property and instead should be compelled 
to rely on the generosity of the more 
competent members of the family. Any 
scheme of “forced heirship” which failed 
to take this factor into account would be 
open to merited criticism. Provision 
should be made in any such plan to per- 
mit testators to create trusts for the 
“forced heirs” in lieu of according them 
their statutory shares without restric- 
tion. 


15It is significant, in this connection, that Louisiana, 
in which the doctrine of “forced heirship” prevails, 
does not admit captation (undue influence) as a 
ground of contest. For an illuminating contrast of 
the testamentary laws of Louisiana and New York 
on this point, see Cahn, “‘Undue Influence and Cap- 
tation: A Comparative Study” (1934) 8 Tulane L. 
Rev. 506. 
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VU. S. Government Securities and Home 
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Individual Trusts . . . . $998,956,769.64 
Corporate Trusts . . . . 825,427,020.19 
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Trust Business of National Banks Through 
the Five Depression Years 


PAUL P. PULLEN 
Manager, Business Development, Chicago Title & Trust Company 


HE annual report of the Comp- 
troller of the Currency, issued re- 


I cently, was the fifth since the 


beginning of the depression. It was the 
second since the memorable bank holiday 
of March, 1933. Whatever may have hap- 
pended to the business of other depart- 
ments of the bank during these five 
years—and plenty has happened—it is 
evident from the official figures that the 
trust department not only has carried on, 
but has more than justified its existence. 


This is particularly true from the 
standpoint of earnings. Between 1930 
and 1934 the total gross earnings of all 
national banks declined 70 per cent., 
while trust department gross earnings 
during the same time actually increased 
4 per cent. 

The’ consolidated earnings statement 
shows: 


Available figures do not permit perfect reconcile- 
ment. Trust department earnings are of the year 
ending October 31. Total gross earnings for 1930 and 
1931 are for the calendar years, while 1932, 1933, and 
1934 are for the fiscal years ending June 30. 


All National Banks 


Total 
Gross Earnings 
$1,363 ,928,000 

1,194,140,000 
1,065,172,000 
882,362,000 
403,770,000 


That the profit possibilities of trust 
departments are beginning to be recog- 
nized by bank managements is evident 
from the fact that in 1934 37 per cent. 


No. National Banks 

7252 

6805 

6150 

4902 

5159 
The increase in dollar value of per- 
sonal trust assets under administration 
by these trust departments is extraor- 
dinary. That this increase is not pri- 


No. of Personal 
Trusts Being 
Administered 

79,912 
92,442 
94,135 
100,356 
122,022 


Year 


Year 


15.7% 
1.8% 
6.6% 

*Decrease _— 7% 
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Increase over 
Previous Year 


Trust Department 
Gross Earnings 
$22,765,000 
26,688,000 
22,366,000 
21,461,000 2.4% 
23,722,000 5.8% 


of all national banks were authorized to 
administer trusts. This is a slight in- 
crease (3 per cent) since 1930, as will 
be seen from the following: 


No. National Banks 
Authorized to 
Administer Trusts 
2472 
2407 
2238 


Ratio 
1.6% 
2.2% 
2.1% 


Ratio 
34% 
35% 
36% 

1845 37% 

1928 37% 


marily due to the general rise in market 
value of securities will be seen from the 
following table: 


Assets of 
Personal Trusts Increase over 
Being Administered Previous Year 
$4,473 ,040,000 : 
5,241,991,000 
4,642,065,000 
6,311,657 ,000 
8,516,551,000 
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Thus the total increase from 1930 to 
1934 in number of personal trusts being 
administered is 52.7 per cent., and in 
total personal trust assets 90.4 per cent. 
It is doubtful if many businesses during 
the depression show a like increase in 
volume. 

Some allowance should be made here 
for the trusts and trust assets trans- 


Year Capital Total Resources 
1930... (1) (1) 

1931... $1,349,413,000 $22,618,549,000 
1932... 1,276,969,000 18,568,074,000 
1933... 1,285,423,000 18,320,841,000 
1934... 1,452,519,000 20,934,134,000 


(1) These figures not given in report of Comp- 
troller of the Currency for the year 1930. 


The volume of active life insurance 
trusts has increased during the depres- 


Active Insurance Trusts 


Number 


The rate of increase, year by year, in 


Active Insurance Trusts 
Increase over Previous Year 
In Amount 
9% 60.5% 
18.0% 
27.9% 
29.8% 


Year In Number 


2% 
8% 
6% 

*Decrease. 

To summarize, active life insurance 
trusts between 1930 and 1934 gained 
122.2 per cent. in number under admin- 
istration and 214.7 per cent. as to assets, 
while insurance trusts not operative in- 
creased during the same period 37.3 per 
cent. in number and 24.8 per cent. in 
face value of policies held in the trusts. 

While the percentage of trust depart- 


Administering Insurance 


Trusts 


Ratio to Total 
Banks Authorized 


Number 
153 6.2% 
213 8.8% 
219 9.7% 
206 11.1% 
249 12.9% 


$13 495,000 


ferred from state chartered institutions 
to national banks by reason of reorgani- 
zations and consolidations under national 
charter. This factor, however, is more 
apparent than real, as is shown by the 
yearly totals of capital (both common 
and preferred) and total resources of all 
national banks authorized to administer 
trusts. 


sion to an even greater extent than that 
of personal trusts, both in number and 
amount. Insurance trusts not operative, 
however, have lagged behind, reflecting 
the condition of smaller individual lines 
of insurance and the fact that insurance 
trusts have lost some of the popularity 
which they enjoyed a few years ago. 


Inactive Insurance Trusts 
Number Amount 
13,543 $586,706 ,000 
17,656 734,830,000 
17,824 732,497,000 
32,719,000 16,358 696,758,000 
42,467,000 18,597 732,039,000 


each classification is: 

Inactive Insurance Trusts 
Increase over Previous Year 
In Number In Amount 

30.3% 

0.9% 
8.2%* 
13.6% 


Amount 


21,667,000 
25,573,000 


ments holding inoperative or actually 
administering life insurance trusts has 
increased, the actual number engaged in 
this form of trust service is smaller than 
might be expected in view of the fact 
that this class of trust business is the 
easiest to secure in large volume. The 
number of trust departments handling 
insurance trusts is reported as follows: 


Holding Agreements 
not Operative 
Ratio to Total 
Number Banks Authorized 
680 27.5% 
764 31.7% 
736 32.8% 
637 34.5% 
671 34.8% 


oda Sater tae a cee 
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The increase in volume of corporate 
trusts under administration has failed 
to keep pace with personal and life in- 
surance trusts. This is entirely natural, 
considering the fact that new capital 
issues for the period have been practical- 
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ly non-existent. The number of such 
trusts, however, showed a 47.5 per cent. 
increase between 1933 and 1934. The 
volume of this type of trust business, 
together with the number of institutions 
engaging in it, is shown in the following 
table: 


Corporate Trusts Being Administered 


Year No. of Trusts 
1930 11,511 
A  retor eeerae er ae 10,545 
eee eee 10,153 
Rare rae ee 10,784 
SS 3. lars avin pearateoand 15,903 


The rate of increase or decrease from 


Amount of Assets No. of Banks 
$11,803,717,000 769 
10,719 ,846,000 782 
9,497 ,246,000 775 
10,418,426,000 667 
11,484,461,000 735 


year to year is as follows: 


Increase or Decrease from Previous Year 


Year In No. of Trusts 
ER rere — 8.4% 
NREL otenereres — 3.7% 
Ee ee er + 6.2% 
Eg EER EI aera +47.5% 


For the entire depression period we 
find a 38.1 per cent. increase in the num- 
ber of corporate trusts handled, while 
the volume of assets remained about 
steady, with only a 2.7 per cent. decline, 
and the number of banks handling this 
type of business fell off by 4.4 per cent. 

One extremely interesting feature of 


Average Volume 
Personal Trust 


Year Assets per Bank 
Errore $2,629,000 
Ms ee ig Se ee 2,824,000 
RR eer ee 2,616,000 
ee ae 4,386,000 
See ee pearier 5,459,000 


Also noteworthy, from an earnings 
standpoint, is the fact that, while the 
average volume of personal trust assets 


Trust Department 


In Amt. of Assets In No. of Banks 
— 9.2% + 1.6% 
—11.4% - | 
+ 9.7% —13.9% 
+10.2% +10.2% 


the personal trust business has been the 
very considerable increase in the amount 
of average personal trust assets per 
bank. A comparison of the average vol- 
ume of personal trust assets for all banks 
and the average gross earnings of the 
trust departments of these banks gives 
us an interesting though somewhat va- 
riable operating ratio. 


Gross Earnings 
per $1,000 of 
Personal Trust Assets 


Average Gross 
Earnings per 


$14,839 $5.64 
18,415 6.52 
15,390 5.88 
16,760 3.82 
17,042 


3.12 


per individual trust increased during the 
five-year period, the average gross earn- 
ings per trust declined. 





Average Volume Av. Gross Gross Earnings 

Personal Trust Earnings per Trust per 

Year Assets per Trust per Trust $1,000 Assets 
EE ee rule eee $55,975 $248 $4.43 
es ie nak grace ie Sebati 56,706 278 4.90 
Ng 56 55 ck Widnes a oa ees 49,313 222 4.50 
a wink Se beeae eae 62,893 196 3.11 
Bains case sala Ata ahaa oe earn re 69,795 172 2.46 
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Insurance trusts actually under admin- 
istration also showed substantial gains 
between 1930 and 1934, both in average 
volume of insurance trust assets per 
bank and per individual trust. In the 


Insurance Trusts 
under Administration 
Av. per Trust 
$34,078 
39,112 
44,709 
53,030 
48,259 


Av. per Bank 
$88,203 
101,727 
116,774 
158,833 
170,554 


Banks in general reduced their efforts 
along the line of personal trust solicita- 
tion during the depression. 

When we come to consider the gain in 
trust business during the depression 
from the standpoint of the separate fed- 
eral reserve districts, we find we can 
secure no accurate picture, for the rea- 
son that following the bank holiday of 
1933 a number of banks with large trust 
departments, which formerly operated 
under state charter, changed to national 
institutions. This movement was not uni- 
form throughout the various federal 
reserve districts, but predominated in 
the Chicago, Cleveland, and Minneapolis 
districts. 

A comparison of the volume of trust 
business in the various federal reserve 
districts is important, however, not as 
between 1930 and 1934, but as showing 
in what parts of the country the trust 
business of national banks is the great- 
est. 

While the New York district exceeds 
all others in the number of national 
banks, authorized to do a trust business, 
the Chicago, the Philadelphia, and the 
San Francisco districts each outnumber 
New York in the number of personal 
trusts being administered, and Chicago 
and San Francisco also exceed it in the 
amount of personal trust assets. The 
national banks in these two latter dis- 
tricts also are administering more cor- 
porate trusts than the New York dis- 
trict, but the dollar volume of corporate 
trusts in New York greatly exceeds that 
of any other district. 
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volume of insurance trusts not operative, 
however, the average face value of 
policies per trust showed a decline, al- 
though the average per bank increased 
substantially. 


Insurance Trusts 
not Operative 
Av. per Bank Av. per Trust 
$862,803 $43 ,322 
961,825 41,619 
995,242 41,096 
1,093,813 42,594 
1,090,969 39,363 


Active insurance trusts are greatest 
in number in the Chicago district, while 
Philadelphia shows the largest dollar 
volume. The latter district also has the 
largest number of banks administering 
this form of trust. 

New York and Philadelphia each has 
nearly twice as many banks holding in- 
surance trusts not operative as has Chi- 
cago, while San Francisco heads the list 
as to the number of such agreements. 
The face value of policies so held, how- 
ever, is the greatest in New York, with 
Chicago a close second. 

While the total capital of national 
banks authorized to do a trust business 
is greatest in New York, the total gross 
earnings of national bank trust depart- 
ments is largest in the Chicago district. 
It is interesting to note the geographical 
variation in ratio of trust department 
gross earnings to total capital. 


Per Cent of 
Trust Department 
Gross Earnings 
to Capital 

1 


Federal Reserve 
District 


New York 
Philadelphia 
Cleveland............ 
Richmond 

Atlanta 

Chicago 


Minneapolis 
Kansas City 


NOR RF OWR RR eee 
KF ODOr OOOCNhN © 


San Francisco 
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An analysis of the trust business of 
national banks during the five depression 
years on the basis of the size of cities 
in which the trust departments are lo- 
cated shows that, in spite of the fact that 
there was a uniform decrease in the num- 
ber of' institutions authorized to do a 
trust business, both the dollar value of 
the personal trust assets and the number 
of personal trusts under administration 
gained in cities of each population class. 


% Decrease in 

No. of Banks 

Authorized to 
Administer Trusts 


—22. 
—16. 
—25. 
—17. 
— §. 
— 38. 
—35. 


Population 
of Cities 


Under 25,000 

26,000 to 50,000............... 
50,000 to 100,000 

100,000 to 250,000............. 
250,000 to 500,000............. 
500,000 to 1,000,000........... 
CPW TI. 5 oc ke ceeees 


The most general increase during the 
depression years among national banks 
in cities of all sizes was in insurance 
trusts actually under administration. A 
uniform gain is shown, both in the num- 
ber of national banks administering such 
trusts and in the number of insurance 
trusts under administration. With the 
exception of banks in cities between 
25,000 and 50,000 population there was a 
general increase in the average volume 
of insurance trust assets per bank; and 
with the exception of banks in cities 
under 50,000 population there was an in- 


Per Cent Increase in No. of 


Banks 
Administering 
Ins. Trusts 

10.2 


Population 
of Cities 


Under 25,000 
25,000-50,000 
50,000-100,000 
100,000-250 ,000 
250,000-500,000......... 
500,000-1,000,000 

Over 1,000,000 


*Decrease. 


Administration 
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National banks in cities of a million 
population and up showed the greatest 
gain during the depression in the volume 
of personal trust assets and in the num- 
ber of trusts, while cities between 250,- 
000 and 500,000 showed the smallest 
decline in the number of national banks 
authorized to administer trusts. 

The details of gains and losses are 
shown in the following table: 


Gain in No. 
of Personal 
Trusts under 
Administration 


+26.4 
+55.7 
+65.0 
+24.2 
+87.9 
+47.7 
+92.0 


Gain in 

Value of 

Personal 
Trust Assets 


+ 14. 
+ 26. 
+ 36. 
+ 21. 
+ 98. 
+ 51. 
+153. 


crease in the average volume of insur- 
ance trust assets per trust. 

While banks in cities with over a mil- 
lion population showed the greatest gains 
in insurance trust assets per bank and 
per trust, the cities between 50,000 and 
100,000 had the largest increase in the 
number of banks administering. insur- 
ance trusts, and cities between 250,000 
and 500,000 showed the largest gain in 
the number of such trusts being admin- 
istered. 

The changes in detail are shown in 
the following table: 


Per Cent Increase in 
Av. Volume of Insurance 
Trust Assets 
Per Bank Per Trust 


44.2 9.9* 
6.2* 29.4* 
63 .6 22.1 
62.2 41.5 
121.1 5.8 
78.6 38.6 
293.7 101.9 


Ins. Trusts 
under 


49.1 
187.4 
200.0 
114.0 
262.8 

58.5 
125.0 
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Very few new national banks entered 
the insurance trust field during the de- 
pression, and in only two classes of cities 
were there more national banks holding 
insurance trusts not operative in 1934 
than in 1930. These were in cities with 
a population between 50,000 and 100,000 
and between 250,000 and 500,000. 

The number of insurance trusts held 
not operative, however, showed an in- 
crease in all cities except those below 
25,000 population. The face value of the 
policies held likewise showed substantial 
increases in all cities except the smallest. 

In cities of 1,000,000 population and 


Number of 


Number Trust 


of Banks 


Population 
of Cities 


25,000-50,000..... No change 
50,000-100,000.... + 3.2% 
100 ,000-250,000... No change 
250,000-500,000... +14.8% 
500,000-1,000,000. —10.3% 
Over 1,000,000.... —32.5% 


It will be seen from the above table 
that trust departments in cities with a 
population between 250,000 and 500,000 
fared the best of all during the depres- 
sion in the origination of new insurance 
trust business. 

Trust departments in cities of the 
same class, i.e., with a population be- 
tween 250,000 and 500,000, also showed 
the most satisfactory gain in corporate 


No. of Banks 
Population Administering 


of Cities 


Under 25,000 
25,000-50,000 


— 8.3% 
+ 2.9% 


Agreements 
Under 25,000 — 5.8% 
+ 20.2% 
+ 32.5% 
+ 19.0% 
+110.8% 
+ 38.7% 
+ 35.1% 


Corporate Trusts 
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over, while fewer banks held insurance 
trusts not operative, the number of such 
trusts increased substantially, as did also 
the face value of the policies held. As a 
result, the average volume of insurance 
policies held in trust per bank in the 
larger cities increased from $4,368,554 
in 1930 to $7,091,427 in 1934, while the 
average volume of insurance policies held 
per trust in these same banks decreased 
from $72,110 in 1930 to $58,424 in 1934. 

The detailed figures for insurance 
trusts not yet operative for 1934, as com- 
pared with 1930, are shown in the fol- 
lowing table: 


Face 
Value of 
Policies 
7 3.57 
+ 7. 
+ 21.39 
+ 15.29 
+119.7% 
+ 13.4% 
+ 9.4% 


Average Volume 
Per Bank Per Trust 
+ 3.0% +14.1% 
+ 7.4% —10.6% 
+17.5% — 8.4% 
4.3% — 8.1% 
+91.2% + 4.2% 
+26.5% —18.2% 
+62 .3% —18.9% 


trust business. The number of banks in 
cities of that classification administering 
such trusts increased 20.4 per cent from 
1930 to 1934; the number of corporate 
trusts under administration increased 
74.4 per cent; and the volume of bond 
issues in which banks were named 
trustee increased 57.5 per cent. 

Details of the changes in corporate 
trust business in the various cities are 
shown in the table which follows: 


Volume of 
Bond Issues 
in Trust 


— 26.3% 
—21.5% 


No. of Corporate 
Trusts Being 
Administered 


—37.9% 
+ 4.9% 


50,000-100 ,000 
100,000-250 ,000 
250,000-500 ,000 
500 ,000-1 ,000,000 


+ 2.5% 
+ 1.1% 
+20.4% 
—21.8% 


—22.9% 
+11.5% 
+74.4% 
+71.0% 


+ 7.4% 
+ 0.6% 
+57 .5% 
+10.9% 


Over 1,000,000 —29.7% 


In four of the seven classes of cities 
trust departments of national banks 
showed an excellent gain in gross earn- 
ings throughout the entire five years of 


+78.8% — 5.7% 


the depression. Cities under 25,000 popu- 
lation were the only ones to show a direct 
loss between the years 1930 and 1934: 
21.8 per cent. Trust departments in cities 
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between 100,000 and 250,000 population 
showed a slight gain of 1.4 per cent; 
while in cities of the next class smaller 
(50,000 to 100,000) the gain was 8.6 
per cent. In cities between 25,000 and 
50,000 the gain in gross earnings was 
23.0 per cent; in cities between 250,000 
and 500,000, 29.1 per cent; in cities be- 
tween 500,000 and 1,000,000, 31.5 per 
cent; and in cities of the largest class 
(over 1,000,000 population) a gain of 
53.5 per cent. 


This maintenance in volume of trust 
business—and particularly in gross earn- 
ings of trust departments—during the 
greatest depression in banking history 
speaks well for the solidity of the foun- 
dation on which corporate fiduciaries 
have built. With business conditions once 
more on a normal basis, corporate execu- 
torships and trusteeships should show a 
remarkable gain. 


New Proxy Rules of S. E. C. 
Govern Appeals for Voting 
Control 


Those who solicit proxies for voting con- 
trol subsequent to September 24, 1935, are 
compelled, by the new proxy rules issued by 
the Securities and Exchange Commission 
on that date and to take effect immediately, 
to state in detail the exact interests for 
which control is sought. The text of the 
commission’s announcement containing the 
rules follows: 


“It appearing necessary and appropriate in the 
public interest and for the protection of investors 
that the solicitation of proxies and consents and 
authorizations in respect of any security (other 
than an exempted security) registered on a Na- 
tional Securities Exchange, by the use of mails or 
by any means or instrumentality of interstate 
commerce or any facility of a National Securities 
Exchange or otherwise, should be subject to the 
rules hereinafter promulgated, and that the grant- 
ing by any person of permission to use his name 
to solicit any such proxy, consent or authorization, 
in respect of any such security, by use of the 
aforesaid means should also be subject to such 
rules. * * *” 


Transactions to which the rules are in- 
applicable are set forth in Rule LA2 as 
follows: 


“* * ® the following rules are hereby pre- 
‘scribed by the Securities and Exchange Commis- 
sion under authority contained in Title I of the 
Securities Exchange Act of 1934: 

RULE LA 1. Definition of ‘“Solicitation’”—The 
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term “to solicit” or “‘solicitation,” as used in rules 
and regulations promulgated by the commission 
pursuant to Section 14 of the Securities Exchange 
Act, includes the communication of any request or 
application to a security holder for a proxy, consent 
or authorization or the furnishing of a form of 
proxy, consent or authorization to security holders, 
whether or not such form names any person or 
persons who are to act for such security holders. 

RULE LA 2. Transactions to Which Rules Are 
Inappliczble—The rules and regulations promul- 
gated by the commission pursuant to Section 14 of 
the Securities Exchange Act shall not, except where 
specifically so provided, apply to solicitations (a) 
by any bank, dealer, broker or nominee in respect 
of securities carried in its name where no com- 
mission or remuneration is paid directly or in- 
directly to it for such solicitation, (b) by any 
custodian in respect of securities held in its custody 
where no commission or remuneration is paid 
directly or indirectly to it for such solicitation, 
(ec) by any trustees other than a voting trustee 
or trustee of a business trust, in respect of securi- 
ties of which he is trustee, (d) by any person in 
respect of securities of which he is the beneficial 
owner, or (e) by any person whose activity is lim- 
ited to the performance of ministerial acts in behalf 
of a person who is soliciting a proxy, consent or 
authorization.” 


In an endeavor to give minority interests 
a “square deal” with corporation manage- 
ments in proxy solicitations the rules pro- 
vide that lists of security holders be made 
available to them. In many cases in the 
past the minority interests have had diffi- 
culty in securing lists and in some cases 
found them impossible to obtain. The rules 
provide the security holder requesting an 
issuer to provide such lists must supply the 
necessary forms, statements, envelopes and 
postage. The rules do not apply to solicita- 
tions of proxies begun prior to November 
1, 1935, for meetings to be held prior to 
January 1, 1936, or adjournments of such 
meetings. ‘i 


Report of Boston’s Permanent 
Charity Fund 


The Committee of the Permanent’ Charity 

Fund, Incorporated, of Boston has pub- 
lished their eighteenth annual report of the 
work done for the year ending June 30, 
1935. 
» The report shows that $199,940.87 was 
appropriated from the income and distrib- 
uted to 119 organizations. There is also a 
brief description of the work carried on by 
each organization that was beneficiary of 
the fund for the year. 

The book value of the principal of the 
fund is $4,900,460.30 as shown in the report 
of the Boston Safe Deposit and Trust Com- 
pany, trustee of the fund. 
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MANUFACTURERS 
TRUST COMPANY 


Condensed Statement of Condition as at close of business 
September 30, 1935 


RESOURCES 


Cash and Due from Banks $104,122,877.71 


U. S. Government Securities 216,778,572.08 
(Includes Bonds Guaranteed by the United 
States Government) 


State and Municipal Bonds 25,284,798.49 
Stock of Federal Reserve Bank... . 1,936,050.00 
Other Securities 52,001,084.39 
Loans and Bills Purchased 168,050,945.01 
Mortgages 24,993,673.49 
Banking Houses 15,133,500.00 
Other Real Estate Equities 4,637,868.16 
Customers’ Liability for Acceptances 17,531,626.08 
Accrued Interest and Other Resources 2,768,946.58 


$633,239,941.99 


LIABILITIES 


aa $32,935,000.00 
Surplus and Undivided Profits... . 10,297,483.19 
Capital Notes 25,000,000.00 
Reserves 18,242,339.41 
Dividend (Payable October 1, 1935) . . 411,687.50 
Outstanding Acceptances 18,328,417.57 
Deposits 528,025,014.32 


$633,239,941.99 


HARVEY D. GIBSON, President 


Head Office: 55 Broad Street, New York City 


Member Federal Reserve System 
Member New York Clearing House Association 





An Appraisal of the Orthodox Principles 
of Taxation and Recent Variations Therefrom 


From Address by G. W. GERSTENBERG 
Chairman of the Board of Prentice-Hall, Inc., Before Conference on Finance and 
Taxation Held by the American Management Association, October 10 


Apparently only two theories of taxa- 
tion are recognized in practice at the 
present time: one, stated by the French 
economist Beaulieu in these words, 
“Pluck the goose where it will cause the 
least squawking’; and the other which 
until this moment never has been enun- 
ciated, but which is more universally 
understood and approved than the first 
theory, namely, “Never stop squawking.” 

Now there is something more than 
cynicism in those two statements. The 
state never lays taxes as a gesture of 
authority and then, finding money on its 
hands, proceeds to spend it. Instead, the 
state decides to enact a bit of legislation 
and then must find the money to carry 
out its provisions. In recent years social 
legislation demands most in the way of 
new taxes. In England, for example, in 
the year 1932-3, considerably more was 
paid out for the relief of the aged and 
infirm than for education of the youth. 
Back of the urge for socialization of in- 
dustry is the competition of political 
parties in our organized party system, 
the members of which are anxious to 
have talking points to attract the body 
of the electorate but are anxious subse- 
quently to escape the difficulties inherent 
in the role of the bill collector. And so 
it is evident that taxes will mount and 
that politicians will constantly look for 
new ways to pluck the electorate without 
making it squawk. * * * 

The people who have wealth, who have 
plenty of fat to cover the sensitive nerves 
known as their pocketbooks, are taxed 
directly by means of the income tax and 
the estate tax. Those with less means are 
taxed indirectly. 

I believe it would be the height of 
folly to blind ourselves to the fact that 
political strength in our democracy lies 
with the masses, and that if they were 


taxed directly to the same extent as they 
are taxed indirectly, the squawking that 
would ensue would be sufficient to threat- 
en the very existence of the state. 

Is it fair, is it proper, is it wise to 
obscure the true picture of the tax 
burden of the masses with the various 
devices which constitute our system of 
indirect taxation—chiefly the excise 
taxes? 

We have in our midst many groups of 
people who hold the belief that it is 
neither fair, proper nor wise. They are 
the “share-the-wealthers” of this coun- 
try and the “Social Credit” mongers of 
Canada. What they fail to realize is that 
if they squawk so loud that all of the 
income of all persons in excess of $5,000 
were taken and distributed generally, 
each person would get the magnificent 
sum of $9.77. My authority for this 
statement is Professor William D. Eunis 
of Stevens Institute of Technology, whose 
article can be read in the August num- 
ber of “The People’s Money.” 

If you tax at the rate of 100% the 
excess of all incomes over $5,000 a year, 
then what? 

Then you would discourage enterprise 
which thrives on rewards—on excep- 
tional rewards—on rewards that enable 
those who are enterprising to rise above 
the dull ruck of the commonplace. Then 
you would discourage saving and prevent 
capital formation—that is the creation 
of machines that tend to take the curse 
of Adam off the race and give to it the 
modern wings of freedom. 

Then you would kill the goose that 
lays the golden tax egg. But, it may be 
said, he is the person who now is doing 
all the squawking. Of course he is; he 
is the person who is paying the income 
tax and the gift tax and the estate tax 
—the direct taxes. 
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But, it may be claimed, his body is 
padded all over, he can stand the pluck- 
ing. And that brings us to our second 
canon of taxation: “Never stop squawk- 
ing.” 

And let me hasten to assure you that 
that canon of taxation is not entirely the 
child of cynicism. The squawking per- 


forms several very important functions. . 


In the first place, it prevents waste in 
government expenditure. In the part of 
Long Island that I call home, nine road 
superintendents are now doing the work 
that a few years ago was done by one, 
and the roads have not increased in 
length or width to any perceptible de- 
gree. The human race would’ become 
essentially more honest if eight of those 
men were given sieves and were told to 
bail out the Long Island Sound. Such an 
attempt might be stopped by the hilarity 
it created, but only a powerful amount 
of taxpayers’ squealing will take eight 
supernumerary road superintendents off 
the public payroll. * * * 

In the next place, squawking by the 
taxpayer will prevent things from being 
done in the name of social progress that 
are anti-social. For example, consider one 
phase of the new Social Security Act. I 
am not going to appraise the Act in its 
entirety, but I do want to quote what 
Richard T. Ely says about its retirement 
features. Practically every person who 
has done any reading in the field of 
Social Science has heard of the venerable 
professor of economics lately of the Uni- 
versity of Wisconsin, a man well over 
the 65-year retirement age. He says: 
“Of all the mockeries that I know, there 
is nothing like retiring a man with the 
presidential phrase ‘to well-earned’ rest. 
Many a man would rather hear to ‘well- 
earned death’ and have some poison cup 
offered him.” 

We could save millions of dollars if the 
taxpayers would keep on squawking till 
the state provided people of 65 with jobs 
suitable to their advanced age. President 
Butler has done something for example: 
he provides his emeritus professors with 
facilities for leisurely research. One of 
the first jobs the old men could do would 
be to make a survey of the jobs they 
could do. Libraries, parks, museums, 
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flower gardens, hundreds of institutions 
could be expanded and made more serv- 
iceable. 

Then the taxpayers’ squawking per- 
forms the social service of preventing 
the state from displacing private enter- 
prise where to do so does not make for 
human progress. 

I have already referred to the fact that 
our system of political parties tends 
toward an expansion of government 
activities. Don’t lay this tendency to any 
one party. Remember that the present 
income tax traces its direct line of de- 
scent to acts passed during a Republican 
administration that set in operation the 
procedure resulting in the Sixteenth 
Amendment to the Constitution. 

The question I want to examine now 
is what principles can guide us in de- 
termining what activities should be un- 
dertaken by the state—activities, that is, 
that are supported by tax-raised reve- 
nues of the state rather than by the 
price and profit revenues of private en- 
terprise. 

The state should provide security. 
Beyond that the onus should always be 
on the person who proposes the substi- 
tution of public for private enterprise 
to prove that: 

1. The undertaking is necessary. Notice 
that many public undertakings are neces- 
sary because private enterprise cannot 
meet the need. The roads are an example. 
The schools are another, though here the 
rule applies that the public should not 
undertake to supply what is already 
available through private enterprise. 

2. The proposer must prove that the 
public undertaking is desirable. You may 
object, that this statement begs the ques- 
tion, for the question must always be, is 
a given proposed public expenditure de- 
sirable. My point is that the person who 
proposes the expenditure must bear the 
burden of proving that the object is 
beyond all reasonable objection desir- 
able; it need not be proven perfect, for 
no human institution can be perfect, but 
beyond reasonable objection it should 
add much more to human satisfaction 
than it will detract by the diversion of 
funds to its purpose. England, for ex- 
ample, found it was more desirable to 
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keep men working than to keep them 
simply from starving. 

3. What is undertaken by the state 
should be proven to be more efficiently 
produced by public than by private en- 
terprise. As to the basis for this princi- 
ple, I merely quote again from the Eng- 
lish economist, Hawtrey, who says: 

“It is important that in determining 
the field of its activities, government, 
whether local or central, should not 
restrain that individual freedom, which, 
by fostering energy, enterprise and in- 
vention is relied on as the prime factor 
in all progress.” 

I cannot elaborate on this canon of 
taxation, and must be content with the 
statement that it represents the battle- 
cry of the public utility companies in 
their conflict with public ownership and 
public operation. 

Taxpayers should squawk if there is 
any lack of certainty in the tax. There 
is probably no field of legislation which 
has so completely surrendered itself to 
the executive branch of our government 
as has the field of taxation. There has 
been some necessity for the surrender. 
The third branch of the government, the 
judiciary, has recognized that a tax law 
cannot completely cover all aspects of 
administration and that some elements 
must be left to the executive. The courts 
have been very careful, however, to point 
out that the legislature must properly 
and adequately define its policy and the 
conditions under which the executive 
may act. But when the executive is told 
to levy millions of dollars of taxes on 
such a basis as that set out in the A. A. 
A., then we begin to set up the kind of 
absolute ruler—a government of men in- 
stead of a government of laws—that has 
always been the chief abomination of 
this country. Incidentally, it was on this 
very rock of improper delegation of au- 
thority to the executive that the Schech- 
ter or N. R. A. case was unanimously 
decided against the government. 

When I say that the taxpayer should 
“never stop squawking” you may ask 
with Gilbertian phrase, “What, never?” 
And I shall answer in the words of the 
“Captain of the Pinafore,” “Hardly 
ever.” 


Longer Distance 


for your money 


Your Long Distance telephone 
dollar goes much farther now 
than in 1925. For example, $4.65 
—instead of the present $3 
charge—was then the cost of a 
3 minute station-to-station day- 
time call from New York to 
Chicago. For only $4.50, you 
now can talk from New York to 
Fargo, North Dakota—about 500- 
miles farther. Similarly, calls be- 
tween any two distant points cost 
far less than formerly. Just one 
way in which the value of Bell 


System service has increased. 


Bell Telephone 
System 
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Guaranty Trust Company 
of New York 


140 Broadway 
Fifth Avenue at 44th St. 


LONDON PARIS BRUSSELS LIVERPOOL 


Madison Avenue at 60th St. 
HAVRE 


ANTWERP 


Condensed Statement, September 30, 1935 


RESOURCES 


Cash on Hand, in Federal Reserve Bank, and due 
from Banks and Bankers 

Bullion Abroad and in Transit 

U. S. Government Securities 

Notes of Reconstruction Finance miieneeuane ; 

Public Securities. . Der are 

Stock of the Federal Reserve Bank. 

Other Securities 

Loans and Bills Purchased 

Credits Granted on Acceptances................ 

Bank Buildings 

Other Real Estate... 

Real Estate Bonds and Mortgages. . Tome 

Accrued Interest and Accounts Receivable. 


LIABILITIES 


Capital 
Surplus Fund.................. 
Undivided Profits. 


Dividend Payable October 1, 1935.. wore 

Accrued Interest, Miscellaneous Accounts 
Payable, Accrued Taxes, etc 

Items in Transit with Foreign Branches 

Acceptances $51,339,440.59 


Less: Own Acceptances 
Held for Investment 20,653,006.09 


170,000,000.00 
6,598,517.06 
~~ « $ »=«-266,598,517.06 
2,700,000.00 


Liability as Endorser on Acceptances and 


Foreign Bills 
. $1,436,465,811.93 


Deposits. . io 
Outstanding Checks 26,323,561.56 


$ 589,553,306.90 
12,648,056.00 
440,819,593.50 
20,000,000.00 
49,815,492.04 
7,800,000.00 
23,969,843 .40 
578,626,682.97 
30,686,434.50 
13,613,380.39 
346,464.88 
2,819,587.59 
8,880,711.31 


$1,779,579,553.48 


7,947,672.44 
1,531,444.99 


30,686,434.50 
7,326,111.00 


1,462,789,373.49 
$1,779,579,553.48 





Practical Effects of the Securities Act 


RALPH T. CRANE* 


President of the Investment Bankers Association of America, 
Vice-President of Brown Harriman Co. 


effects of the Securities Act of 1933, 

one is impressed with the compara- 
tively small number of such effects for a 
piece of legislation so vast in its scope, 
so far-reaching in its provisions and re- 
lating to so essential a branch of our 
economic structure. This is not saying 
such effects are not of great importance 
and import. On the contrary, they are 
materially important, but they are not 
great in number. 

The advent of this law was not alto- 
gether unexpected. The possibilities and 
even the advisability of a law of like pur- 
pose had been discussed by many for a 
number of years. Various suggestions 
had been made to and by members of 
Congress. Some suggestions were incor- 
porated in bills introduced in Congress. 
Investment bankers had made some very 
specific suggestigns for national legisla- 
tion, which they then believed and still 
believe would have been effective and 
workable. Although all of these sugges- 
tions were advanced in perfect good faith 
and with nothing other than the highest 
motives back of them, they seemed to 
fall on inattentive ears until President 
Roosevelt, in harmony with platform 
pledges, made specific recommendations 
to Congress and set the drafting ma- 
chinery in motion. 

In the early stages of the presentation 
of proposals for the law it became appar- 
ent that provisions of the law proposed 
were being drafted by persons wholly 
unfamiliar with the accepted and prac- 
tical methods employed in the issuance 
and distribution of securities, as well as 
with the legal aspects of formulating a 
security issue, the technique of second- 


[T: attempting to discuss the practical 


*From address before American Institute of Ac- 
countants annual meeting at Boston. 


345 


ary markets and other important phases 
of the business. This, although possibly 
needlessly so, caused anxiety and sus- 
picion as to ultimate intent, not easily 
removed even though not justified. Cor- 
porate officials, financiers, investment 
bankers, already preoccupied with very 
specific individual problems incident to 
the depression, carried these anxieties 
over to the time of the actual enactment 
of the law and then found provided in 
the law new requirements entailing great 
and unusual expenditures, new rules of 
procedure and, particularly, new stand- 
ards of possible or contingent liabilities 
and new rules as to allowable defenses. 
There was then and for a considerable 
time thereafter a rather definite and 
general feeling that the anxieties of pre- 
enactment days were well founded. 

Corporate officials and corporate man- 
agement were fearful of their freedom 
of action respecting any financing, new 
or refunding, involving any element of 
interstate transactions. This, of course, 
applied to the great majority of the sub- 
stantial industries, a number of which 
were sorely in need of readjustments 
which would normally have been possible 
under the cheap money conditions. * * * 

Accountants found requirements for 
material changes in some of the thereto- 
fore accepted practices, not necessarily 
adverse or unwarranted changes, but 
changes nevertheless. This required care- 
ful thinking and careful determination 
of their future course and procedure. 
Above all they were faced with liabili- 
ties, contingent at least, apparently man- 
datory, which those of responsibility 
would not assume. 

Lawyers, acting on the side of safety 
for their clients, were slow in giving 
opinions as to legal effects of a number 
of the provisions of the law and ulti- 
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mately hesitated to give assured inter- 
pretations as to a number of the phrases 
and clauses. The best legal minds cited 
certain important provisions which they 
insisted were susceptible of two or more 
interpretations. 

There is no doubt in the minds of men 
close to the situation that all these things 
materially contributed to the very defi- 
nite slowing down of much overdue read- 
justments and refinancing at a time when 
it should have been accelerated. Since, in 
the emergence from a depression, new 
financing must necessarily follow the re- 
adjustment period, to the extent read- 
justments were delayed new financing 
was also delayed. 

Strange as it may seem, the enact- 
ment of the law, by reason of the pub- 
licity of discussions incident to its con- 
sideration and the all too frequent asser- 
tions about the alleged past misdeeds of 
corporation officials, financiers and in- 
vestment bankers and of business in gen- 
eral, coupled with the generally known 
fact that corporate directors, bankers, 
dealers and accountants were loath to as- 
sume the liabilities under the law, weak- 
ened rather than enhanced the public 
confidence in business and in invest- 
ments. 

The amendments of 1934, plus a some- 
what changed official attitude toward 
corporate management and investments 
and especially the high character admin- 
istration of the law, have greatly rele- 
gated most of these effects into the tem- 
porary class. 

Cost is always a major item of busi- 


ness. Likewise it is a major effect of this 
law—permanent in so far as we can see. 
It is too early to attempt any comparison 
between cost and benefits, especially dol- 
lar costs and dollar benefits. Neither is it 
possible to state the whole item of cost 
in any very concrete form. We do know, 
however, that the item of cost is very 
considerable and must be passed on to 
some branch of the public. Whether this 
is in the form of reduced dividends, in- 
crease in production or operating costs 
ultimately to be reflected in sales or serv- 
ice price or by taxation to cover costs 
of administration, is immaterial. 

Through the registration provisions 
the law has definitely placed on file in a 
public place all the material informa- 
tion, and then some, relating to all new 
issues not exempt under the law. The 
essentials of this information in turn are 
required to be incorporated in the pros- 
pectus made available to every investor. 
No one can now even allege there is no 
opportunity for finding out the facts. 
There is no longer any cause for com- 
plaint at not being able to judge a given 
security on the basis of fact according, 
solely, to one’s ability to read and under- 
stand the facts. 

The resultant value of these require- 
ments is not so clear. Normally one might 
expect the investing public to be bene- 
fited by the new as against the old meth- 
od. But, is it? We hope so. Experienced 
investors, investors of or with consider- 
able means received or got all essential 
facts prior to the new methods. Other 
investors with knowledge of their inex- 
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perience placed their dependence in oth- 
ers of known qualifications for guidance. 
Others, wholly uninformed and inexperi- 
enced and without ability adequately to 
inform themselves, then, as now, in- 
vested blindly, under impulse, according 
to some dream idea or in a spirit of 
gamble, catch as catch can. We must not 
rest here, however, and say there are no 
resultant benefits to investors. 

It is more by indirection than by di- 
rection that beneficial effects have 
reached investors. The requirements of 
the law as to detailed information, the 
placing of this information on public 
file subject to almost universal, to say 
nothing of official, scrutiny, and without 
regard to civil or criminal liability, have 
slowed down the tempo, encouraged the 
extreme in care and caution, tempered 
reports and factual statements to even 
greater conservatism. In addition to this 
broader dissemination of information, the 
investor is furnished a most comprehen- 
sive prospectus, which, even if he does 
not read, he is privileged to file away 
for future reference should any occasion 
arise. This is well known to the issuer 
and dealer and may be an incentive to 
greater precaution in salesmanship. 

There has been much discussion of the 
20-day waiting period provision of the 
law. While there are differences of opin- 
ion as to the effects of this provision, it 
has definitely tempered and materially 
reduced so-called high pressure sales- 
manship. An equally clear but contrary 
result has also occurred. No inconsider- 
able number of investors, most of them 
experienced and informed, impatient 
with any delay of opportunity to make a 
desirable investment, insistently approach 
dealers in securities for definite com- 
mitments on an allotment of forthcoming 
issues well in advance of the 20-day 
expiration and definitely “high-pressure” 
the dealer for a commitment, which 
would amount to a sale in direct viola- 
tion of the law. The investor may and 
frequently does apply his pressure under 
threat of transferring all his business to 
another who, if a less scrupulous obser- 
ver of the law, materially profits by satis- 
fying the investment needs as well as 
the demands of the customer through a 
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transaction, which violates the Securities 
Act. It is easy to see the penalty against 
the one and the premium available to 
the other. * * * 

There is developing a disposition on 
the part of issuers, officers and stock- 
holders to be less fearful of publicity 
of facts heretofore regarded as strictly 
confidential, publicity of which might or 
would be detrimental to the private in- 
terests of such persons. Whether the 
public is profiting or may profit through 
this publicity of heretofore personal and 
confidential information, the future alone 
will tell. This law should, and if the 
present high character of administration 
is continued will, I believe, bring about 
some future mutual consideration of the 
problems involved by administrative 
agencies, members of Congress and rep- 
resentatives of those whose businesses 
are directly affected by the law, result- 
ing in betterments and material simpli- 
fications. Like most other laws of this 
character, the majority of the require- 
ments laid down in the law and through 
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the regulations under the law are more 
regulatory for legitimate business than 
against fraudulent practices. 

I cannot too strongly stress the effects 
of the administration of the law, which 
are separate and apart from the law it- 
self. I cannot speak in too high terms of 
the high character of the personnel of 
the Commission as presently constituted. 
With a less fair-minded, intelligent and 
co-operative attitude, the effects might 
have been and in all probability would 
have been materially different. With an 
equally capable and conscientious per- 
sonnel of the Commission in the future 
and with the proper and, in my opinion, 
very appropriate spirit of co-operation, 
any adverse effects should be constantly 
minimized and beneficial effects amplified. 

The recently announced plan for the 
appointment of a committee to act as a 
consulting or conference committee with 
the Commission is, in my opinion, a 
great step forward and should result in 
much good for both the investment 
banker and the public. 


Clary Commends Mortgage 
Loans as Safe Investments 


Mortgage loans have proved to be safe 
investments for bank funds and must be 
made by banks in accordance with com- 
munity needs if banks are to justify 
their existence. This is the opinion ex- 
pressed October 24 by Hugh L. Clary, 
vice-president and vice-chairman of the 
Operating Committee of Bank of Amer- 
ica N. T. & S. A. of California, before 
the convention of the National Associa- 
tion of Real Estate Boards. 

Banks were in better position during 
the depression because of their mortgage 
loan investments, Clary said. He pointed 
out that contrary to accepted belief mort- 
gages did not depreciate so much as 
other investment holdings of banks. 


A. I. B. Committee Chairmen 


Maynard W. E. Park, Federal Reserve 
Bank, Kansas City, newly elected President 
of the American Institute of Banking, has 
announced the following committee chair- 
man appointments: 

Chapter Administration Conference Com- 
mittee, John L. Barnes, The Huntington 
National Bank, Columbus, Ohio. Debate 
Committee, T. D. Maier, First National 
Bank of St. Paul, St. Paul, Minn. Depart- 
mental Conference Committee, David M. 
Sweet, City National Bank and Trust Com- 
pany, Chicago. Forum Committee, Robert 
G. Whitton, First National Bank, Alex- 
andria, Va. Membership Committee, M. E. 
Pitts, State National Bank, Houston, Texas. 
Public Affairs Committee, L. K. Arthur, 
Federal Reserve Bank, St. Louis, Mo. Pub- 
lic Education Committee, C. N. Hughes, 
Traders Gate City National Bank, Kansas 
City, Mo. Publicity Committee, Edward F. 
Matthews, First National Bank, Philadel- 
phia, Pa. Public Speaking Committee, Ber- 
nard Vogelsang, Bank of America National 
Trust and Savings Association, Los Angeles. 
Radio Commencement Committee, Earl V. 
Newton, The Cleveland Trust Company, 
Cleveland, Ohio. Women’s Committee, Eth- 
leen Lasseter, The First National Bank of 
Atlanta, Atlanta, Ga. Nominating Commit- 
tee, H. L. Stiles, The United States Na- 
tional Bank, Portland, Ore. Transportation 
Committee, Charles F. Ellery, Fidelity 
Union Trust Company, Newark, N. J. Pro- 
gram Committee, Henry Verdelin, First 
Service Corporation, Minneapolis, Minn. 
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The Profession of Trusteeship 


Recommendations for Professional Qualifications of Trust Men 


GILBERT T. STEPHENSON 
Vice-President, Equitable Trust Company, Wilmington, Del. 


OW trust men may attain a pro- 
H fessional status was discussed 
by Gilbert T. Stephenson, Vice- 
President, Equitable Trust Company, 
Wilmington, Del., in an article appear- 
ing in the September issue of Banking. 

Four characteristics of a professional 
man were applied as a test by Mr. Steph- 
enson in reaching his conclusion that 
trust men have not yet attained such 
status. These are (1) the service motive, 
(2) special training, (3) organization 
and (4) ethical standards. On the first 
two of these tests the author indicated 
belief that trust men would qualify, but 
with respect to the other two his com- 
ments were critical. 

Membership in trust associations is 
composed of trust institutions, not of 
trust men, he pointed out. “The practical 
difference that this makes is that any 
disciplinary action on the part of the 
organization would be directed toward the 
trust institution and not towards the 
trust man. For this reason it is doubtful 
if these seventy-odd trust associations 
meet the requirement that a trust man, 
in order to have a professional status, 
must be a member of an organization of 
trust men. It might be necessary to make 
membership in these trust associations 
individual instead of institutional, which 
would not seem to be an insuperable 
obstacle. : 

“Clearly trust men do not yet meet the 
requirement of having definite ethical 
standards prescribed by their organiza- 
tion for the violation of which they may 
be disciplined by censure, suspension or 
disbarment at the hands of that organ- 
ization. Mr. O’Connor has said that we 
shall have a code of ethics ‘supplementing 
but more powerful than the criminal law,’ 
but in reality we do not yet have one 
either for bankers or for trust men. The 
Statement of Principles for Trust Insti- 
tutions is not a code of ethics. Nor are the 
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30-odd other statements of principles 
adopted by city, county and state trust 
associations. Neither can it be said that 
the ethical standards of trust men are so 
generally understood and accepted by 
them as to constitute a sort of unwritten 
code of ethics. Anything like a definite or 
complete or general code is yet to be form- 
ulated and written.” 

As to the possibility of drafting a code, 
Mr. Stephenson said that “while no code 
or set of rules can be framed which will 
particularize all the duties of the trust 
man, canons of ethics may serve as a 
general guide without creating the im- 
pression that the enumeration of particu- 
lar duties denies the existence of other 
duties equally imperative though not 
specifically mentioned.” 

Mr. Stephenson cited lawyers, phys- 
icians, nurses, architects and others in the 
professional classes, who frequently are 
employed by business enterprises, as evi- 
dence of the fact that “a trust man’s 
professional status is not affected one way 
or the other by his employment by a bank 
or trust company.” He pointed out also 
that “every trust man knows alreadv that. 
once a trust account is accepted, he should 
be governed by the service motive, not the 
profit motive.” 

It is apparent in his opinion “that trust 
men’s attainment of a professional status, 
if undertaken, will be a long-drawn-out 
process, that it cannot be brought about 
overnight, that trust men cannot make 
themselves professional men by proclama- 
tion, that they must meet the standards 
applicable to all professional men, that 
this will take a long time * * * time meas- 
ured in years, not in days or months.” 


Atlantic City, N. J—The American Fed- 
eration of Labor at its convention on Octo- 
ber 8, presented resolutions recommending 
Government ownership of banks and revi+, 
sion of the Federal Constitution to permit 
Government regulation of business. 
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ANNOUNCEMENT 


Major Current Decisions Affecting Fiduciaries 


to be Reported by Legal Contributing Editors 


digests of important current decisions of State courts, 

affecting fiduciary administration, TRUST Companies 
Magazine announces the inauguration of a legal contributing 
editor service. 


‘ye provide trust executives and counsel with concise 


Cases of outstanding significance to trust institutions and 
estate attorneys will be selected and digested by recognized 
authorities in fiduciary law. The standing of the attorneys col- 
laborating in this service is assurance of the effectual coverage 
of major legal questions on trust and estate matters. While the 
review of court decisions by the contributing legal editors will 
be comprehensive, only those cases which, in their opinion, 
merit special attention, will be reported and published. There 
will be included not only cases of general application, but also 
those having essential bearing on local law, and representing, 
upon occasion, the lower courts, as well as the supreme court 
of the State. 


By the united action of these attorneys, eventually expected 
to be representative of every State in the Union, it is antici- 
pated that an expert recording can be made of the truly signif- 
icant steps in the making and clarification of fiduciary law, as 
salient issues are interpreted in the nation’s courts. 


TRUST Companies Magazine wishes to express its most sin- 
cere appreciation to the trust officials who are cooperating in 
the initiation of this service, and to the attorneys acting as 
legal contributing editors, for making available to those con- 
cerned with fiduciary affairs this clearing house of legal digests. 
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Court Decisions 


Wills — Revocation by Cancelling 
Clauses Preparatory to Making 
New Will. 


Massachusetts—Supreme Judicial Court 
Worcester Bank & Trust Co. v. Ellis—1935 A. S. 
1981. Decided Sept. 13, 1935. 


The unfortunate but all too prevalent 
habit of testators of crossing out clauses in 
their wills preparatory to making new wills 
produced a very difficult question in the 
above case. The will contained numerous 
bequests in the first fourteen clauses, some 
in trust and some outright, the fifteenth 
clause being the residuary. Intending to 
make a new will, the testator drew pencil 
marks in the form of an X through the 
whole or essential parts of clauses 1, 2, 3, 
9,11, 12, 14, and 15, and parts of 7 and 13, 
and single lines through 4 and 5 and essen- 
tial parts of 13 and 16. In 6 and 8 a pencil 
change was made in the amount of the 
legacy. The signature and _ attestation 
clauses were not touched. He also told 
counsel of several other changes to be 
made. He did nothing further, in spite of 
the urging of his attorney, and died some 
four months later. The effect of intestacy 
was to give to his brothers much more of 
the estate than he wanted them to have. 
During the negotiations he made various 
remarks to his attorney as to the unsatis- 
factoriness of the will, and that he would 
rather die without one than with that will; 
that there was substantially nothing in it 
that was satisfactory to him, etc. There 
was no question in the mind of the court 
that the pencil crosses and lines were suf- 
ficient cancellation if they were made with 
the intention of revoking the will; or that 
if the will was revoked at all it was wholly 
and not partially revoked, since it was in- 
conceivable that he intended to preserve 
the minor clauses not crossed out after 
cancelling all the major clauses. The real 
question was whether, when he made the 
cancellations on the will, he had an intent 
finally to revoke the will or merely a de- 
liberative intent to leave the will in full 
force until a new will should be executed 
with the changes indicated by the marks 
on the old will. 

Considering all the evidence, the court 
held that the cancellations were made with 
the intention of revoking the will. (Note: 
the opinion contains an excellent discus- 


355 


sion of the law. The effect of the decision 
is to make it a question of fact whether 
the intention of the testator in crossing out 
certain clauses is definitely to revoke those 
clauses, or the whole will as in this case, 
or whether it is merely tentative, pending 
the making of a new will.) 

The court also held that the fact that the 
testator does not understand the law does 
not affect the fact of revocation if he per- 
forms the necessary acts with the neces- 
sary intention. 


Compensation—Of Executor. 
Massachusetts—Supreme Judicial Court 
Spilios v. Papps—1935 A. S. 2043. Decided Sept. 
16, 1935. 


In this case there were two executors, A 
and B, and in an earlier decision (Spilios 
v. Papps, 288 Mass. 23, 1984 A. S. 1867) 
the court had held that A was alone charge- 
able with certain secret profits made on a 
sale of assets without the knowledge of B, 
and that there was no reason why B should 
forfeit his compensation. The probate court 
found that B knew nothing of the business, 
spoke little English, left everything to A, 
and did nothing except sign papers which 
he understood dimly, if at all. The court 
held that an award of $100 compensation 
to him was ample. As to A, it was conceded 
that he performed valuable services to the 
estate, particularly in selling the business, 
but because of his wrongful conduct in 
making secret profits on the sale and his 
contest of liability which led to long and 
expensive litigation, the probate court de- 
nied him any compensation, and the full 
court on appeal sustained this, saying, “we 
cannot say that this was wrong.” 


When an Executor or Administrator 
Is Chargeable With Interest. 


Massachusetts—Supra 


Where an executor is charged in his 
accounts with secret profits made by him 
in the sale of assets of the estate, it is 
proper for the court to charge him with 
interest from the date when he received 
them. 

Likewise, where the probate court finds 
that as early as eighteen months after their 
appointment the executors ought to have 
distributed the estate, it is proper to charge 
them with interest from that time. 
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Distribution Governed by a Promise 
Made by the Administratrix in Con- 
sideration of Assent of Other Heirs 
to Her Appointment. 

Massachusetts—Supreme Judicial Court 


Ashley v. Collins, 1935 A. S. 2061. Decided Sept. 
16, 1935. 


A sailor was killed in a collision on the 
high seas, leaving as his only heirs several 
brothers and sisters. The Federal statute 
provided that damages were recoverable for 
the exclusive use of the wife, husband, child, 
parent, or dependent relative, the personal 
representative being a sort of trustee to 
recover damages for their benefit. A, one of 
the sisters, claming to be the only dependent 
relative, applied for administration. To ob- 
tain the assent of the other heirs, she told 
three of them that whatever she recovered 
would be divided equally among all the 
heirs. After her appointment she brought 
suit, both individually and as administra- 
trix, but settled it out of court without any 
adjudication as to either liability or de- 
pendence. The probate court found as a fact 
that neither she nor any of the other heirs 
was a dependent. At a hearing on her 
account it was held that the agreement to 
divide the damages among the heirs equally 
was valid and based upon an adequate con- 
sideration. Further, as it was not an action 
at law to enforce a promise, but an ac- 
counting of the estate of an _ intestate, 
which is subject to equitable principles, the 
promise inured to the benefit of all the 
heirs as a class and not merely those who 
furnished the consideration. 


Construction and Enforcement of 
Trust for Support of Beneficiary. 


Massachusetts—Supreme Judicial Court 
Cummings v. Tolman, 1935 A. S. 2015. Decided 
Sept. 16, 1935. 


P, an elderly man, conveyed property to 
D in trust to furnish to P for the rest of 
his life board, lodging, clothing, and med- 
ical care. If D died, his wife should be 
trustee. On P’s death the trust should ter- 
minate and what remained should go to D 
and his wife, or the survivor. The trust 
property consisted of a small farm worth 
about $10,000. D and his wife took posses- 
sion and P lived with them for about five 
years, when trouble developed with D’s 
wife. P left and went to live with a nephew. 
Later he filed a petition to terminate the 
trust or have a new trustee appointed. The 
fair rental value of the property was $50 
per month. The probate court made a de- 
cree to the effect that D should pay P 


$1,450 for the period P was living away 
and not receiving support, and $50 per 
month thereafter, that being the amount 
reasonably required for his support; also 
that on his death D should pay his funeral 
expenses. 

Held: the decree was justifiable and 
proper. The trust instrument did not spe- 
cifically provide that P must receive his 
support on the trust property, and in the 
absence of such a provision the beneficiary 
is entitled to have his support wherever 
under reasonable limitations he may choose 
to reside. 


Creditor—Right of Persons Contract- 
ing With Trustee to Reach the 
Trust Estate. 


Massachusetts—Supreme Judicial Court 
Downey Co. v. The 282 Beacon St. Trust, 1935 
A. S. 2171. Decided Sept. 24, 1935. 


A real estate trust was created by a 
duly recorded instrument which provided 
explicitly how the trust should be bound by 
contracts, and particularly that the powers 
must be exercised by two trustees. A and B 
were the trustees. A, without knowledge 
of B, who left the management to him, 
made a plumbing contract with P. Pay- 
ments were made from time to time by A, 
partly from trust funds and partly from his 
own funds. For the final balance A gave P 
his personal note. Later he resigned as 
trustee and became insolvent. P first 
brought an action at law against the trust, 
but the court held he could not recover, as 
one trustee alone could not bind the trust 
under the terms of the trust instrument, 
and that A was liable personally. Downey 
v. Whistler, 284 Mass. 461.) In this case, 
by a bill in equity to reach and apply, P 
sought to reach the trust fund through the 
right of a trustee to reimbursement or in- 
demnity out of the trust fund for a lia- 
bility personally incurred. The court recog- 
nized as clearly established in Massachu- 
setts the rule that “where a trustee has 
honestly incurred personal liability within 
the scope and for the benefit of his trust, 
creditors for such liability may reach the 
trust property by being substituted for the 
trustee and standing in his place to the 
extent that the trustee is entitled to be 
indemnified.” In this case, however, the 
court held that the trustee had no right to 
be indemnified because he had violated the 
express provisions of the trust deed requir- 
ing two trustees to act, and therefore there 
was no right of reimbursement which P as 
a creditor could reach. 
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Powers—Reservation of Too Many 
Rights to Grantor in Attempt to 
Create Trust Establishes Agency. 


Colorado—Supreme Court 

Dunham v. Armitage—48 Pac. (2d.) 797. Decided 

July 15, 1935. 

In this case Armitage, as Administrator 
of the Estate of Cordelia Armitage, brought 
an action in forcible entry and detainer 
against Jessie L. Dunham, who claimed title 
and right of possession to certain property 
by virtue of a certain written instrument 
entered into between the decedent and Miss 
Dunham. This instrument purported to con- 
vey the real property to Miss Dunham, as 
Trustee, but reserved the right of posses- 
sion and the control of rents, issues and 
profits and the right to revoke the instru- 
ment at any time. The instrument provided 
further, in part: “In the event the party 
of the first part shall not revoke this in- 
strument during her lifetime, upon her 
death said real estate shall be and become 
the absolute property of the party of the 
second part, her heirs and assigns.” 

In holding that the instrument was tes- 
tamentary in character the Court said: 

“It is our conclusion that the instrument is 
testamentary in character and noneffective. In 
addition to the fact that the maker reserved pos- 
session and control in all particulars, the rents, 
issues, and profits, and the right to revoke at her 
pleasure, she expressly stated that ‘upon her death,’ 
revocation not having been exercised, the real 
estate was to become the property of plaintiff in 
error. That retention of the power of revocation 
and ‘reservation * * * postponing the vesting of 
title until the death of the grantor’ are important, 
see Phillips v. Phillips, 30 Colo. 516, 71 P. 363. 
Considering the whole instrument, we cannot think 
it was the intention of the maker that it was to 
be effective for any purpose prior to her death. 
For discussion of general principles and varying 
instances, see 11 A. L. R. 23, 90-95, 99, 101, 103; 
76 A. L. R. 636, 651-653.” 

Judgment affirmed. 


Drafting—Invalid Trust—Violation of 
Confidential Relations Between At- 
torney and Client. 

Massachusetts—Supreme Judicial Court 

Israel v. Sommer—1935 A. S. 1989. Decided Sept. 

13, 1935. 

Where an attorney bargains with his 
client, unless the presumed influence re- 
sulting from the relationship has been 
neutralized by completely unselfish advice 
from the attorney, by independent legal 
advice, or in some other matter, the attor- 
ney cannot expect his bargain to stand. In 
this case X, who was in business for him- 
self, employed P, a lawyer recently ad- 
mitted to the bar, to work for him and 
eventually manage the business. His work 
was largely legal, X continuing in control 
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of the business. P importuned X to make 
some arrangement to protect P for devot- 
ing all his energies for X’s benefit, and X 
agreed to create a trust. P prepared sev- 
eral instruments, and after many correc- 
tions a final form was executed under 
which P became trustee of the business, 
with large benefits to accrue to him. When 
X died, his widow and heirs contested the 
validity of the trust. 

Held: that the transaction was void and 
the trust of no effect. It was the plain duty 
of any attorney to advise X not to sign 
it, and it was not enough that P explained 
its provisions to him. He was bound to see 
to it that X had unselfish and competent 
advice. 


Trusts—Express language unneces- 
sary to create spendthrift trust, 
when—Characterization of spend- 
thrift trust not denied by trustee’s 
power to use principal—Ultimate 
purpose requiring continuance pre- 
vents termination of trust, when. 


Ohio—Appellate Court 
Adair v. Charp, Executor and Trustee, et al, 
49 Ohio Appellate, 507 Franklin County Court of 
Appeals. Decided December 26, 1934. Motion to 
certify overruled by the Ohio Supreme Court 
January 16, 1935. 


In a last will and testament creating a 
trust, Item 8 provides in part as follows: 


“Said trustee shall invest and re-invest said 
money and property from time to time as he may 
see fit and best and the net income therefrom, or 
so much thereof as he thinks best, he shall give 
to Henry S. Adair and Mary Grace Adair, jointly 
or severally, or so much to each as he shall see 
fit, during their lives and to the survivor of them. 
My said trustee may give to them, or either of 
them, so much of the said income as he thinks 
they or he should have and the amount to be 
given to them, or either of them is to rest en- 
tirely with my said trustee. If it should become 
necessary in the judgment of my trustee to use 
a part or all of the principal of said trust prop- 
erty for the care, health, comfort or any other 
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extraordinary necessity of either Henry S. Adair 
or Mary Grace Adair, he is hereby given power 
and authority to use such an amount of the prin- 
cipal as he thinks wise to use under the circum- 
stances. At the death of the survivor of them, 
the property then remaining in the hands of my 
trustee shall be given by him to John Franklin 
Adair and Mary Carroll Adair, children of Henry 
S. Adair and Mary Grace Adair, share and share 
alike.”’ 


Mary Carroll Adair, therein named as 
one of the beneficiaries, had acquired all of 
the right, title and interest of the other 
named beneficiaries in the trust fund, both 
children allegedly being of full age and sui 
juris, and here brings action for termina- 
tion of the trust and distribution to her of 
all the trust assets. It is urged on behalf 
of the trustee that Item 8 of the will creates 
a spendthrift trust which cannot be term- 
inated through court order. The court so 
finds and rules further that whether or not 
a spendthrift trust was created there can 
be no termination prior to the full accom- 
plishment of the purpose of the trust. 
(Page 511.) 


“Without citation of authority it may be stated 
that the courts universally in all jurisdictions 
have held that spendthrift trusts may not be ter- 
minated under court order. On this principle of 
law there is no controversy, but counsel for plain- 
tiff in error insist that the language of Item 8 of 


the will is not such as to constitute a spendthrift 

trust. 

In support of this claim counsel maintain 
that there are three essential elements, all 
absent in the instant case, but necessary to 
the operation of a spendthrift trust. They 


are as follows: 

“1. There must be a provision against aliena- 
tion or assignment by the cestui que trust. 

“2. There must be a provision against subjec- 
tion of fund to claims or demands of creditors. 

“3. The bequest or gift must be of income only. 
The citations of authorities upon which the above 
essential elements are founded are supporting. 
The mere reading of Item 8 will disclose that it 
contains no direct allegations against alienation 
or assignment, nor against subjection of fund to 
claims or demands of creditors. 

“Express language will not be required if, from 
the whole instrument, it is manifest that such 
was the intention of the testator. In support of 
the above announcement, we would cite 65 Corpus 
Juris, 265, last paragraph under Section 46, * * * 
same volume of Corpus Juris, at page 542, last 
paragraph on above page and part of Section 290. 
** * 

“It is our conclusion that under the discre- 
tionary power given to the trustee under Item 8 
of the will of the testatrix, the beneficiaries, Mr. 
and Mrs. Adair, would not have the power of 
alienation or assignment, nor would the fund 
which might be paid to them under the discretion 
of the trustee be subject to the claims or demands 
of creditors. 

“There would be no interest or title passing 
until the trustee exercised his discretion. 

“There remains for discussion the third propo- 
sition: ‘That the bequest or gift must be of in- 
come only.’ 

“We have examined the cases cited by counsel 
for plaintiff in error, and they do hold that the 
bequest or gift must be of income only. A careful 
reading of the facts in these cases leads us to the 
conclusion that they may be distinguished from 
the instant case. 

“In the main they refer to real estate and in- 
come therefrom, and under such a situation the 
reason for the rule is apparent. In one case the 
language of the trust is so at variance with the 
instant case as to be distinguishable. 

“As a rule of reason we can not see that the 
fact that under Item 8 of the will the trustee is 
given discretionary power to use a part or all of 
the principal of the trust property for the care, 
health or comfort of either Henry S. or Mary 
Grace Adair should deny the characterization of 
a spendthrift trust. 

“Even if it be admitted that a spendthrift trust 
was not created under Item 8 of the will of the 
testatrix, we still think that under the Ohio 
authorities the trial court was correct in sustain- 
ing the demurrer and dismissing the petition. 
(Citing Madden, Exr. and Trustee v. Shallen- 
berger, Gdn., 121 O. S. 401, 169 N. E. 450; Rob- 
bins v. Smith, Jr., Admr., 72 O. S. 1, 73 N. E. 
1051.) 

*s* *& 

“Mary H. Adair, under Item 8 of her will, 
created a trust in very clear and positive terms, 
** * 

“The situation today exists just as it did at the 
time of the execution or probate of said will, 
except that the grandchildren have since arrived 
at the age of maturity. * * * To decree the ter- 
mination of the trust would be a violation of the 
clear intent of the testatrix.” 





Insured Mortgages as Investments For 
Trust Funds 


Outline of Safety Features and Procedure in Event of Default 


GUY GREER 
Chief Financial Analyst, Low-Cost Housing Division, Federal Housing Administration 


RUST companies, generally, as 
well as the trust departments of 
banks, are probably aware already 
of the great importance to their busi- 
ness of the insured mortgage plan of the 
Federal Housing Administration. It is 
possible, however, that some may not 
have had occasion to find out just what it 
is that the insured mortgage plan makes 
available for trust fund investment that 
was not available before. 

In practically all states, insured mort- 
gages, as well as the bonds issued against 
them in the case of low-cost housing 
projects, are now legal investments for 
trust funds. The outstanding character- 
istic of the insured mortgage is that it 
is a long-term fully amortized credit in- 
strument, insured against loss of prin- 
cipal and containing substantial safe- 
guards against loss of interest. No 
doubt the technical features of the in- 
sured mortgage plan are well known to 
the bankers and officers of the trust com- 
panies of the country. Two aspects of the 
plan, however, are deserving of particu- 
lar attention here. The first has to do 
with the fundamental soundness of the 
mortgages themselves; the second con- 
cerns the value of the mortgage insur- 
ance. 


Uniform Appraisal Standards 


At the heart of the insured mortgage 
plan is the system of appraisals and the 
body of property standards set up by 
the Federal Housing Administration. Be- 
fore a mortgage is insured the property 
is carefully examined, not merely with a 
view to arriving at the usual sort of valu- 
ation of a house and lot, but from the 
broadest possible economic point of view 
for the purpose of determining all the 
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elements of risk entering into the mort- 
gage transaction. Trained officers of the 
Federal Housing Administration make 
this appraisal. They do so in a manner 
so much more thorough than has been 
the customary appraisal practice of the 
past, that the operation is of necessity 
a fairly costly one. To support this cost 
a charge is made, at the rate of $3.00 per 
thousand dollars of the mortgage, which, 
of course, is paid by the borrower. 

The point to be emphasized here is 
that these appraisals, wherever made, are 
all made in accordance with the same set 
of principles. The investor in insured 
mortgages, therefore, may proceed with 
as much assurance as it is possible to 
obtain, that one insured mortgage is es- 
sentially as sound as another, irrespec- 
tive of the location of the property. 


Procedure Upon Default 


The mortgage insurance itself consists 
of an obligation on the part of the Fed- 
eral Housing Administration, in the 
event of default, to relieve the mortgagee 
of the necessity of taking over and dis- 
posing of the property after foreclosure. 
When an insured mortgage is in default, 
the property is acquired by the mort- 
gagee, through foreclosure or otherwise, 
and is then turned over to the Federal 
Housing Administration. The mortgagee 
receives in exchange a debenture and a 
certificate of claim. The debenture bears 
interest at 3 per cent per annum and 
falls due three years after the maturity 
date of the mortgage, and, in the case 
of all mortgages insured prior to July 1, 
1937, it is fully guaranteed as to prin- 
cipal and interest by the United States 
Government. It is for an amount equal 
to the unpaid principal of the mortgage, 
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plus interest at 3 per cent per annum 
from the date foreclosure proceedings 
were instituted to the date of conveyance 
of the property to the Administration, 
plus all taxes and premiums for fire or 
other hazard insurance paid by the mort- 
gagee from the date of default to the 
date of conveyance to the Administra- 
tion. 

To cover expenses in connection with 
foreclosure, unpaid interest, cost of re- 
pairs to the property made by the mort- 
gagee, and any other sums due under the 
mortgage not covered by the amount of 
debentures, the Federal Housing Admin- 
istration tenders to the mortgagee a cer- 
tificate of claim, which calls also for an 
increment at the rate of 3 per cent per 
annum, It is payable when the property 
is sold by the Federal Housing Admin- 
istration, provided the proceeds of the 
sale, over and above the amount of the 
debentures issued and the interest ac- 
crued and paid on them and the expenses 
of handling the entire transaction, are 
sufficient to cover it. If after payment in 


full of the certificate of claim, plus its 
accrued increment, there is still some- 
thing left, the amount remaining is 
turned over to the last owner of the 
property. 

Trust companies at the present time, 
if approved by the Federal Housing Ad- 
ministration as mortgagees, may buy in- 
sured mortgages directly. They can no 
doubt readily arrange to have the serv- 
icing continued by the original lenders, 
for the % of 1 per cent service charge 
which is allowed. In view of the attrac- 
tive yields on these mortgages, running 
up to 5 per cent per annum net, it is 
difficult to imagine how a trust company 
could afford to neglect the opportunities 
they present. 


Low-Cost Housing Mortgages 


It is expected that very shortly an- 
other type of insured mortgage invest- 
ment will be available for trust funds. 
This will consist of bonds issued against 
the security of insured mortgages on 
large low-cost housing projects. These 
bonds will have the substantial advan- 
tage, as compared with the insured mort- 
gages themselves, of being susceptible of 
sale to others than approved mortgagees. 
Moreover, each bond will be paid off in 
a lump sum at maturity or when called 
for the sinking fund, rather than amor- 
tized monthly as in the case of the mort- 


gages. 


Employee Education 


The Fidelity Union Trust Company, 
Newark, and the Riggs National Bank, 
Washington, have both inaugurated em- 
ployee training courses, to be conducted 
during the fall and winter months. 

The Fidelity Union Trust Company 
plans to pattern their course after the 
A. I. B. Graduate School of Banking at 
Rutgers with the idea in mind to stimu- 
late the morale of its staff and improve 
its relations with the public. 

The Riggs National Bank plans to ap- 
proach the program from the angle of 
their own particular needs and policies, 
stressing improved facilities for personal 
service to customers and the public. 
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RESOURCES 


CASH AND DUE FROM BANKS 

U. S. GOVERNMENT OBLIGATIONS, DIRECT AND FULLY 
GUARANTEED . F 

STATE AND MUNICIPAL SECURITIES MATURING ; WITHIN 
TWO YEARS , : 

OTHER STATE AND MUNICIPAL SECURITIES , 

OTHER SECURITIES MATURING WITHIN TWO YEARS 

FEDERAL RESERVE BANK STOCK 

OTHER BONDS AND SECURITIES . ' ‘ 

Loans, DISCOUNTS AND BANKERS’ ACCEPTANCES . 

BANKING Houses 

OTHER REAL ESTATE . 

MorTGAGES ' , 

ITEMS IN TRANSIT WITH BRANCHES ‘ 

CusTOMERS’ ACCEPTANCE LIABILITY . 

OTHER ASSETS 


LIABILITIES 
CAPITAL—PREFERRED . 
CaPITAL—COMMON 
SURPLUS 
UNDIVIDED PRorits ‘ 
RESERVE FOR CONTINGENCIES . 
RESERVE FOR TAXES, INTEREST, ETC. . 
DEPOSITs . ‘ 
CERTIFIED AND CASHIER’ Ss ; CHECKS 
ACCEPTANCES OUTSTANDING . 
LIABILITY AS ENDORSER ON ACCEPTANCES AND " ForEIGN 
BILLs 
OTHER LIABILITIES. 


. $ 667,598,265.43 
620,305,385.54 


87,682,279.00 
26,310,816.80 
24,404,989.86 
6,008,100.00 
100,297,748.05 
613,239,691.62 
39,168,471.41 
4,057,446.16 
1,980,375.80 
1,062,080.77 
20,407,211.20 
8,018,190.42 


$2,220,541,052.06 


. $  50,000,000.00 


100,270,000.00 
50,000,000.00 
18,946,651.19 
18,479,500.24 
795,854.13 
1,854,624,740.59 
96,907,351.11 
22,292,031.05 


3,878,283.66 
4,346,640.09 


$2,220,541,052.06 


United States Government and other securities carried at $170,396,896.14 are pledged to 
secure public and trust deposits and for other purposes as required or permitted by law. 
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Radio as Advertising Media 
for Trust Companies 


(Editor’s Note: Two of the most unique and successful institutional 
programs of banking and trust radio advertising are described in the 
following articles. One features musical entertainment and sketches of 
the lives of prominent American business men, and has the distinctive 
variation of a business message designed to show the correlation of the 
interests of the trust company, the lawyer and the life underwriter. 
The other features the historical dramatization type of entertainment, 
made especially appealing by use of original stories of local historical 
events and notable characters. This is a contribution alike to the record 
of Northwest history and to the creation of public confidence in its 
banking institutions. 

The comments of the authors, based as they are on actual experience 
and scientific study of this field of advertising, are of unusual interest, 
both from the standpoint of public relations and of new business for 
various trust and banking services.) 


Creating Good-Will of Legal and 
Insurance Fraternities 


ROY M. HUFF 
Trust Officer, First National Bank and Trust 
Company, Tulsa, Oklahoma 


4) To guide the thinking of the com- 
munity along sound financial lines 


Program Content and Schedule 


We built our program around John B. 
Kennedy, famous for his interesting esti- 
mates of American business and busi- 


Last April we began to feel that the 
voice of banking should “again be heard 
in the land.” It seemed to us that some- 
thing should be said in behalf of the 
banking and business structure—some- 
thing constructive, not defensive, some- 
thing to counteract the growing evils of 
suspicion, discontent and _ agitation. 
Most of all, we felt, the individual’s con- 
fidence in the stability of business should 
be reawakened, and his efforts for ad- 
vancement encouraged. Radio, with its 
mass appeal, seemed the logical outlet 
for the dissemination of whatever we 
had to say. 

We hoped somehow to accomplish four 
things: 

1) To depict the real stability of our 
business structure and the oppor- 
tunity for advancement which con- 
fronts the loyal worker 
To show the employe his economic 
relationship to his job, and the 
necessity of earning a profit on the 
capital that employs him 
To inspire people to the old-fash- 
ioned virtues of thrift, depend- 
ability and hard work 
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ness men. His part was to narrate, in 
each broadcast, an inspiring incident in 
the life of some contemporary American 
business man who, by qualities that 
illustrate a sane philosophy, have at- 
tained positions of great eminence and 
usefulness. These biographies contain all 
the elements of human interest and at 
the same time stress thrift, loyalty and 
industry without preaching. 

To attract mass attention to the basic 
part of our program—for it is but 
human to want to be entertained as well 
as informed—we turned to transcrip- 
tions by famous stars of the operatic 
and concert stage and an outstanding 
symphony orchestra, in programs con- 
taining both classical and popular music. 
We confine the business message to about 
200 words in each broadcast, and have 
found it desirable to lighten the tone of 
the musical entertainment with more 
broadly popular melodies. The business 
message is given as an informal discus- 
sion, prepared by our advertising agency 
and presented by the station announcer. | 

In the present radio campaign, which 
commenced in April of this year, about 
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36 half hour presentations will be made 
at 6:30 Monday evenings. Our series of 
programs includes broadcasts on every 
banking service, leans rather heavily on 
trust service and also features strictly 
institutional promotion. Savings, F. H. 
A. and personal loans have been found 
to be more effectively promoted by radio, 
while other services are advertised for 
results over the long pull, in the creation 
of good will and promotion of public 
education. 

A single column advertisement is used 
in the newspapers on the day of the 
broadcast, with attention also directed to 
the radio program by posters in the bank 
and direct mail. 

Naturally, we have made these trust 
programs simple, informal discussions 
of our method of handling estates, and 
of wills and life insurance agreements. 
In attempting to promote trust service, 
we have directly and indirectly sought 
the approval and co-operation of the 
attorney and the life insurance under- 
writer. During Life Insurance Week, we 


supplemented the radio program by 
newspaper advertising on life insurance. 


Emphasizing Associated Services 

We make each trust broadcast an op- 
portunity to contact either the attorneys 
or the life insurance underwriters. We 
write them that our next broadcast will 
be of unusual interest to them and reit- 
erate our attitude of co-operation toward 
their group. As a part of this promotion, 
we have prepared two attractive book- 
lets, one called, “For the Attorney, A 
Brief Statement Regarding the Facilities 
and Practices of Stewardship that Char- 
acterize Our Trust Department;” the 
other, “For the Underwriter, A Trustee’s 
View of Life Insurance.” We send the 
booklets at the time of the second broad- 
cast of interest to each group. 


The booklet addressed to the attorneys 
points out the line of demarcation be- 
tween the duties and functions of the 
attorney and of the trustee. We think we 
can’t too often or too tactfully repeat 
that “it is from the attorney’s pen that 
we take our instructions in all trust mat- 
ters, and it is to the attorney that we 
look to advise and represent us in carry- 
ing these instructions to completion; 
that the attorney’s work is professional, 
essential and constitutes the very cor- 
nerstone of trusteeship.” 


“The trustee, on the other hand,” the 
booklet goes on to say, “is charged with 
the care of property, selection of invest- 
ments, accounting, taxation and distribu- 
tion problems, and the manifold respon- 
sibilities and details of management. In 
the interests of economy and excellence, 
these require a multiplicity of talent, 
systematized organization and perma- 
nence which no individual executor or 
trustee, however capable, can possess.” 

We also emphasize that “it is signifi- 
cant that the great bulk of our trust 
business comes to us through the recom- 
mendation of attorneys. They realize 
more than most other people how im- 
portant it is to provide a business rela- 
tionship rather than one of sentiment 
for the delicate and difficult task of set- 
tling or managing an estate. Also, they 
are constantly in touch with business 
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matters in which some phase of trust 
service can be of definite advantage.” 

In the booklet addressed to under- 

writers, we stress the fact that “our 
trust department is constantly analyzing 
the affairs of patrons with a view to 
helping them plan their estates; and 
that, because of this activity, we have 
gained a more profound respect, perhaps, 
for life insurance, than is possible to 
persons who come into contact only occa- 
sionally with such matters.” And in 
counseling our clients and their attor- 
neys, we are daily advocating the pur- 
chase of more life insurance, particularly 
in five situations: 

1) When the accumulation a man is 
to leave is so uncertain that life 
insurance is necessary to assure 
the future support of dependents. 
When present assets are consider- 
able but still insufficient to supply 
an adequate trust income. 

When a large investment structure 
built up during a successful man’s 
life may be subject to wide fluc- 
tuations in value and liable to 
serious disarrangements through 
inheritance and estate taxation, 
debts, probate and other exigencies 
and expenses of transfer. 
When worthwhile economies in 
taxes can be effected through life 
insurance by, for example, convert- 
ing a portion of the estate assets 
into paid-up policies. 
When closely held business con- 
cerns need the assurance that con- 
trol will follow proper channels 
upon the death of certain key men. 
Encouraging Cooperation in Estate Planning 
Besides giving us the opportunity to 
favorably call the attention of lawyers 
and underwriters to what we are doing 
to advance their business, the letters we 
write about forthcoming broadcasts we 
make an occasion for selling our own 
services. We point out to the lawyers, for 
instance— 

1) That “we maintain a special file in 
our vault where we shall be glad to 
keep any wills drawn naming our 
institution.” 
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2) That “a good many of our attorney 
friends like to have us read over 
will provisions and other trust 
documents they have drawn, often 
with names deleted, not at all from 
the legal viewpoint, but to get our 
reaction from the practical angle 
of tax economies and feasibility of 
operation.” 

The letter to underwriters is one an 
insurance salesman could well show to 
his prospect. In it we say that “we are 
endeavoring on the radio to guide the 
thinking of the community along sound 
financial lines,” and that “to our mind, 
one of the first and most important 
steps in the management of one’s affairs 
should be to procure adequate insurance 
protection. Since we are not engaged in 
its sale, our opinion in this regard should 
carry unusual weight.” 

Also, we state that while trust com- 
panies and insurance companies are both 
engaged in the vital matter of family 
protection, their functions supplement 
each other, rather than conflict. Our 
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work with testators and their attorneys 
in the planning of wills usually reopens 
the question of life insurance. The un- 
derwriter’s approach to the problem of 
insurance paves the way for a discussion 
of the general estate. Many underwriters 
feel that the sale of life insurance is 
given definite impetus by collaboration 
with an experienced trustee. We shall 
welcome the opportunity to pre-admin- 
ister estates; and where the need for 
additional policies exists, such an analy- 
sis affords a most striking means of 
clarifying and displaying it. 

Trust service has had some severe 
jolts in the past few years and a great 
deal of missionary work is going to have 
to be done to re-establish it. No one can 
afford to shirk his share of this job. 

Our campaign has now been running 
three months. We have no indications of 
trust business which has come to us as a 
direct result of the programs and tie-ups. 
But we do feel that results, though in- 
tangible, have been accomplished. It 
stands to reason that you can scarcely 
boost another man’s business without 
creating some good will in his mind. A 
number of the local underwriters have 
thanked us for the insurance programs. 
The attorneys, while they have said 
nothing directly, are naming us in wills 
they are drawing, and more and more 
are calling upon us for forms and for 
consultations. And their good will, we 
feel, is the most valuable asset we could 
possibly acquire. Without it, we should 
be seriously handicapped. With it, we 
stand to be made trustee of a fair por- 
tion of the worth-while estates in the 
city. 








Historical Dramatizations 
Have Held Public Confidence 
WARD WALKER 


Assistant Cashier, Peoples Bank and Trust 
Company of Seattle, Wash. 


The problem of keeping a bank’s name 
favorably before the public has always 
been recognized as one of the essential 
factors in maintaining confidence and 
building deposits. The medium usually 
employed is advertising, but it is seldom 
that advertising attempts or accom- 
plishes anything more than institutional 
effect. 

Since 1929 the problem of maintain- 
ing the confidence and good-will of the 
public has been one of the major prob- 
lems confronting bankers in all parts of 
the world. The majority of bankers have 
been content to liquefy the positions of 
their institutions and to advertise their 
strength by publishing a statement at 
each call, writing letters to stockholders 
and mailing statements quarterly to 
their more prominent customers. While 
this may offer conclusive proof of the 
ability of a bank to meet the demands 
of its depositors and may coax back some 
of the money in hiding in safe deposit 
boxes or funds on deposit with the Postal 
Savings Department, it can never be the 
key to that better understanding and 
full spirit of co-operation so vitally re- 
quired during depressed conditions such 
as we have been experiencing. 

In 1929 the Peoples Bank and Trust 
Company, Seattle, spent $12,000 for ad- 
vertising. In 1930 and 1931 the bank 
instituted a program of retrenchment 
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which provided but a negligible amount 
for advertising. At the outset of 1932, 
however, the need for advertising be- 
came apparent. Accordingly, in May, 
1932, the representatives of all recog- 
nized mediums of advertising were inter- 
viewed and the problem outlined to them 
with the request that they submit to us 
a plan of good-will advertising that 
would be of such merit that our’ banks 
would derive a maximum amount of 
good-will and without forcing our in- 
stitution on the public in an undignified 
manner. 


In 1930, at the time of the affiliation 
of three banks with the Peoples Bank 
and Trust Company to form the Peoples 
Banks of Seattle, a number of young, 
vigorous, aggressive men entered the 
institution—men eager to acquire for 
their institution its share of the business 
to be had in this section of the United 
States. They felt the need for something 
new and outstanding in the way of dig- 
nified bank advertising. The older heads 
agreed and a new medium was sought. 
The board of directors further agreed 
that something more than a mere com- 
parison of its financial condition with 
that of other banks was needed in the 
promotion of good-will not only for our- 
selves, but for the entire banking fra- 
ternity in the Northwest. 


The national advertising agency of 
Botsford, Constantine & Gardner evolved 
a plan making primary use of radio 
broadcasting, and submitted an audition. 
The directors of the Peoples Banks were 
called into meeting. The technicians of 
station KOMO in Seattle wired the 
equipment and we waited in critical 
anticipation. K O M O is the N BC outlet 
in Seattle. . 


After a few bars of the tone poem 
“Finlandia,” the announcer read: “The 
Peoples Banks present: ‘Great moments 
in the history of Seattle and Puget 
Sound.’ ” There followed a dramatization 
of the story of a young man, still living 
in Seattle, who conceived the idea of per- 
suading the Nippon Yusen Kaisha 
Steamship Line to choose Seattle as its 
Pacific Coast terminal. It closed with an 
authentic radio reconstruction of the 
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scene at the old Seattle dock when the 
first NYK boat arrived in 1896. The 
story was taken from newspaper ac- 
counts of that day and interviews with 
men who had a hand in that now historic 
event. 

Written by H. L. Chevigny of the 
studio staff and produced by George God- 
frey under the agency’s supervision, the 
dramatization impressed the directors of 
the bank at once. The idea needed no 
further explanation. It was clearly ex- 
plained in the audition and the worth 
of such a program was at once apparent. 
Other stories of the first year series 
spoke of men whose names are familiar 
to all of us in Seattle, men after whom 
Seattle streets, public parks and institu- 
tions have been named, as well as many 
men yet living. No attempt whatever 
was made to create fictitious characters. 
It seemed to be a program destined to 
evoke a tremendous local interest. 

A most important point, however, was 
that so many of the founders of the 
Peoples Banks took an active part in this 
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early history so that the advertising 
content of the program almost took care 
of itself. As an instance, Arthur Denny, 
the founder of Seattle, was also one of 
the bank’s founders, and at the conclu- 
sion of the story in which he played an 
active part, the announcement was 
quietly made of the names of two or 
three early directors, among which 
Arthur Denny’s name was also men- 
tioned. 

As the advantages of the program 
were apparent, so also were its disad- 
vantages. How could we be certain that 
the program would be listened to? It was 
obvious that the older generation would 
listen. We felt that if we were fortunate 
enough to interest this percentage of the 
radio audience that small percentage 
would be a constant one and would there- 
fore repay our efforts. 


The biggest disadvantage was our 
complete ignorance of this new field, 
which has ever been a problem faced in 
the launching of any new venture. How- 
ever, a contract was signed for twenty- 
six weekly half-hour broadcasts. The 
time selected for the broadcasts was 
Sunday evening between 8:00 and 8:30. 
The name chosen for the series was 
“Pioneers,” which tied in the bank as a 
pioneer institution. Only true, historical 
facts, which dramatized great moments 
in the history of Seattle and Puget 
Sound, were used in the stories. The 
titles of some of these were: The Indian 
Siege of Seattle in 1856, The Great 
Seattle Fire of 1889, The Discovery of 
Coal on Puget Sound, The Founding of 
the University of Washington, Seattle’s 
First Church. 

A cast of fifteen actors, many with 
years of stage experience and training 
enacted the stories under the direction 
and supervision of George Godfrey. 
Teachers of history in higher and sec- 
ondary schools, descendants of pioneers, 
the men whose hobby it is to collect 
reminiscences of the past approved 
highly, as well as the vast majority of 
the radio audience—surprising as that 
statement may seem. It demonstrated 
again how powerful a force is-local pride. 

So much for the means of attaining 


our end. Now for the results of our first 
year. It is a certainty that the name of 
the Peoples Banks has become popularly 
known. Furthermore, they have become 
recognized as a pioneer Seattle institu- 
tion, in which men rooted in the pioneer 
tradition were officers and directors. It 
became known that the old, safe, con- 
servative banking principles of these 
men of known integrity who founded 
the Peoples Bank in 1889 are still being 
maintained. The fact that a program was 
being put on at all attested satisfactorily 
to the ability to put new ideas into effect. 
Thousands of people called at our banks 
to congratulate us on our sponsorship, 
hundreds of letters were received from 
all over the Northwest, and a few from 
Alaska and San Francisco. Seattle news- 
papers all selected the program as one to 
be included in our lists of radio high- 
lights. 

In a word, the program did our insti- 
tutional advertising. It built a tremen- 
dous amount of good-will. It had a most 
quieting effect during one of the most 
strenuous years in banking history. 


For our second and third year pro- 
grams we chose stories relating to the 
history and building of the Pacific 
Northwest and Alaska, stories such as 
the Lewis and Clark Expedition, Astor’s 
Founding of Astoria, Vancouver’s Voy- 
age on Puget Sound, Gray’s Discovery of 
the Columbia River, Seward’s Purchase 
of Alaska, and Perry’s Opening of Japan, 
maintaining our programs in character 
and presentation similar to our first 
year. We did, however, extend our ad- 
vertising to include departmental adver- 
tising and endeavored to educate the 
public on the functions and facilities of 
our various departments. Interest was 
maintained the second year almost equal 
to the first year, but the third year we 
sensed a decrease in our listening audi- 
ence, due to a change in our hour of 
broadcasting. 

In summarizing the results of our ex- 
perience with radio advertising, I can 
safely say that the Peoples Banks de- 
rived more favorable attention from 
their radio broadcasts than they have 
through any other medium used during 
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the last ten years. However, for the 
benefit of those interested in this 
medium, I will say that radio advertising 
should be used primarily for institutional 
advertising rather than departmental. 
Details and figures are not as easily re- 
tained when presented over the air as 
they are when they are printed in a 
newspaper or magazine. The printed 
word gives an opportunity to the reader 
to better study and retain facts. With 
our radio advertising we found that the 
fall and spring were by far the best 
months to carry on our campaign for the 
reason that more people are home eve- 
nings during the winter and spring, and 
they are more receptive to follow a 
schedule of radio entertainment. 


About three out of forty radio pro- 
grams are successful in receiving public 
attention and approval. Therefore the 
choice and selection of a radio program 
is very important. Its manner of presen- 
tation has to be natural and must have 
real merit to command attention. It has 
to be entertaining, and the really suc- 
cessful program should be inspiration or 
educational in character to maintain 
continuing interest. It is my belief that 
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a dramatic program is one of the most 
difficult to present over the air. It not 
only requires exceptionally good writing, 
but it also requires fine acting, and must 
have sound effects that are natural and 
real. 

The results the Peoples Bank and 
Trust Company obtained from their 
radio programs convinces us that radio 
will bring results. It has steadily in- 
creased our deposits, and has brought 
new customers to our bank. It further 
developed a tremendous amount of good 
will and public interest in our institu- 
tion, and built a splendid esprit de corp 
among our bank personnel. 


NA \\\ ~~ 


From original photo of the beginning of the great Seattle fire of June 6, 1889, one of the historical 
incidents dramatized in the radio programs of the Peoples Banks. 





Provision to Make Mortgages Marketable is Needed 
Remaining Step to Safeguard Long Term-Investments 


Reported by National Association of Real Estate Boards 


EGISTERED in action taken by 
R thirteen important state real es- 
tate associations at conventions 
held within recent weeks, pressure is 
growing for Congressional enactment to 
place a keystone in the whole arch of 
mortgage security by creating a Central 
Mortgage Discount Bank. The state real 
estate groups, adding their weight to 
that of the National Association of Real 
Estate Boards, ask Congress to create 
such a discount agency to give a market 
for mortgages that would be open at all 
times, and to aid in coordination and 
control of the whole mortgage lending 
function, including coordination of the 
numerous existing Federal agencies con- 
cerned with housing and the mortgage. 
State groups which urge the need for 
a Federal Mortgage Discount agency in 
formal action taken in recent weeks in- 
clude the Massachusetts Association of 
Real Estate Boards, the Real Estate As- 
sociation of the State of New York, the 
Ohio Association of Real Estate Boards, 
the California Real Estate Association, 
the six states of the Northwest region, 
Wisconsin, Minnesota, Iowa, North Da- 
kota, South Dakota and Nebraska, in 
their recent Regional Meeting of Real- 
tors, the Arkansas Real Estate Associa- 
tion, the Oklahoma Real Estate Associa- 
tion. 

Other state groups have taken like 
action at meetings some months ago. 

Letters and other communications 
coming to the National Association of 
Real Estate Boards indicate that the one 
thing most of all needed to strengthen 
the mortgage structure is provision to 
give the mortgage marketability. 

To give this important needed element 
of marketability, the state real estate 
associations join the National Associa- 
tion in urging passage of the Fletcher 
Bill (S2914) now before Congress. The 
bill, introduced by Duncan U. Fletcher, 
of Florida, chairman of the Banking and 
Currency Committee of the Senate, is 
now under study by every important 


group concerned with the future of long- 
term credit flow. It would provide for the 
establishment of a Federal Mortgage 
Discount Bank financed by private funds 
but under governmental supervision and 
control and with initial capital sub- 
scribed by the Federal Government con- 
tingent on the raising of the private 
capital. The bank would be empowered 
to buy sound urban mortgages of all 
types, without recourse, from any person 
or institution. 
Plan Action for Fletcher Bill 


Call for an important meeting to shape 
action on mortgage policy has just been 
sent out by the Committee on Real Es- 
tate finance of the National Association 
of Real Estate Boards through Edward 
A. MacDougall, New York, chairman. 
The meeting of this committee will be 
held at Atlantic City, Friday morning, 
October 25, in connection with the an- 
nual convention of the Association there. 
The discussion will center on action to 
secure needed liquidity for the mortgage. 


Would Make American Urban Mortgages 
Safest Private Investment Ever 
Devised 

“Given the one needed element of mar- 
ketability, American mortgage invest- 
ment of the years immediately ahead 
will have such safety as has never before 
been possible for any private invest- 
ment,” Walter S. Schmidt, Cincinnati, 
president of the Association, says. “The 
whole great work of the Federal Govern- 
ment in the past few years to aid mort- 
gage stability gives a background valu- 
able beyond measure for safe action in a 
mortgage discount system. 

“In very sober fact, the creation of a 
permanent market for mortgages, Fed- 
erally organized, as is proposed in the 
Fletcher Bill, built on what FHA, Home 
Loan Banks, HOLC, and other agencies 
have already learned in risk-rating of 
mortgages, establishment of property 
standards, and developments of stand- 
ards of appraisal for loans, would give 
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us a mortgage reserve structure so 
grounded for stability as no nation has 
ever before had.” 

“Two new factors introduced within 
the past week emphasize the rapidity 
with which the mortgage map is chang- 
ing, and re-emphasize the need for an 
organic unification of the long-term 
credit action of the country in a true 
reserve system for mortgages,” Mr. 
Schmidt points out. “These two current 
developments are: 

“1. Ruling from FHA that it will 
make commitments for mortgage insur- 
ance on construction loans, including 
mortgages on the projects of operative 
builders. This is action that should defi- 
nitely aid coming building activity, since 
operative builders now construct between 
80 and 85 per cent of all urban homes. 

“2. Tentative regulations for wider 
scope of mortgage lending by commercial 
banks, drafted by the Federal Reserve 
Board and now under study by the Re- 
serve Banks. 

“The wider latitude given banks of the 
Federal Reserve System for mortgage 
loans under the new Banking Act and 
the whole enormous push toward new 
home building makes it imperative in the 
public interest that we set up at as early 
a date as possible a single unified Fed- 
eral system that shall be open at all times 
for the discounting of all sound urban 
mortgages. . 

“Certainly, banks need discount facili- 
ties for their mortgages. The tentative 
regulations for banks of the Reserve 
System now under study take full ad- 
vantage permitted by the new Banking 


Act in setting up what might be called 
an indirect mortgage discount service 
for this one group of loaning institu- 
tions. (The new Banking Act permits 
four-months loans on a _ bank’s mort- 
gages, at a rate 11% per cent. over regu- 
lar discount rate.) 

“But just as banks need mortgage 
discount facilities, so do all lending in- 
stitutions which make mortgages on the 
savings of the people, and they should 
have them. Clearly it is a proper func- 
tion of the Federal Government in the 
public interest to broaden what it is now 
doing in a limited way (in the proposed 
new ‘banking regulations and in the cur- 
rent RFC Mortgage Company offer to 
buy insured mortgages on new home con- 
struction) and to set up a direct and 
definite mortgage discount system, open 
to the use of everybody, of banks, of 
insurance companies, savings institu- 
tions of all kinds, mortgage companies, 
and that great group of individual in- 
vestors who actually make the largest 
single group lending on small mort- 
gages.” 

The California Real Estate Association 
in its action for a central discounting 
agency said: “Appropriate discount fa- 
cilities are the most important require- 
ments to secure a free flow of mortgage 
credit.” The Massachusetts Association 
of Real Estate Boards pointed out: “If 
there had been a central institution for 
long term mortgage securities similar to 
the Federal Reserve Bank for short term 
loans, the depression losses incurred by 
mortgagors and mortgagees would have 
been very considerably mitigated.” 
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Summary of Statement 
at the Close of Business, September 30th, 1935 


RESOURCES 


Cash on Hand and Due from Federal 
Reserve Bank and Other Banks . 


U. S. Government Securities 


Reconstruction Finance Corporation 
Notes 


State and Municipal Bonds 


Other Securities 
Call Loans and Bankers Acceptances . 
Demand Loans Secured by Collateral 
Time Loans Secured by Collateral 
Bills Purchased ‘ 
Loans on Bonds and Mortgages = 
Bank Buildings . . . 

Other Real Estate . . 


Customers Liability on Acceptances és 


Other Resources. . 


Capital 

Surplus. . 

Undivided Profits ... . 
Reserves 

Deposits 

Outstanding Acceptances. . . 


$33,996,078.98 
19,218,847.49 


2.,000,000.00 
5,018,448.24 
11,970,622.83 
7,148,062.83 
8 221320 085. 52 


$ 88,165,145.89 
8 543,606.69 
13,,664,530.06 
25304,779-83 
6,259,364.06 
1,467,989.59 
1,889,585 .29 
427,835.06 
$122.,722,83 6.47 


$ 8,200,000.00 
4,000,000.00 
1,359,938.57 
2,3555465.85 
104,902, 125.35 
1,905 ,306.70 
$122,722,836.47 


As required by law, United States Government and State and Municipal bonds carried at $4,534,317.33 
are pledged to secure public deposits and for other purposes. 


One of the Oldest Trust Companies in the United States 





Some Financial Ramifications of Social Security Legislation 


and insurance officials as to the 

practicability and probable effects 
of the Federal Social Security Act 
passed by the recent Congress reveal a 
general disposition to avoid the expres- 
sion of definite opinions, due to the fact 
that so little dependable data is avail- 
able upon which such opinions could be 
predicated. It is conceded, however, that 
if the presently contemplated reserve 
features of the plans for old-age benefits 
and for unemployment compensation are 
put into effect, the problems confronting 
investors, including trust institutions, 
could become seriously aggravated. 

It has been estimated that the yearly 
old-age benefits alone will ultimately 
amount to about three and a half billions 
and that the reserves required will even- 
tually reach a total of about fifty billions 
of dollars—to be invested in obligations 
of the Federal government. 

The total amount of such securities 
now available is admittedly inadequate to 
care for reserves of the contemplated 
magnitude, and it would follow that un- 
less the amount of government debt is 
proportionately increased, this new de- 
mand must be met by relaxing the re- 
strictions placed upon the type of in- 
vestments to be used. 

Competition for the present supply of 
such investments would naturally result, 
during the periods of prosperity, in 
higher prices and lower yields. This, in 
turn, it is argued, would necessitate an 
increase in the estimated reserve re- 
quirements and also force an upward re- 
vision in the rate of payroll taxation. 

The possibility is suggested that the 
rate of return could be stabilized at any 
desired figure if the government were to 
issue bonds directly to the reserve fund. 
This, however, would gradually increase 
the carrying charges of the public debt, 
which in turn would necessitate higher 
taxation. 

If a large proportion of the reserves 
were invested in the securities issued by 
private enterprises, the fear is expressed 
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that this would give the government a 
greater incentive to demand a voice in 
industrial management. 

Regardless of how the reserves were 
invested, the contention is made that the 
operations of this fund would become the 
chief factor in determining credit condi- 
tions. The existence of these huge re- 
serves might invite considerable politi- 
cal manipulation since the necessity of 
maintaining the reserves inviolate could 
not be appreciated by the mass of voters, 
and public demand might force the di- 
version of funds to other purposes, thus 
throwing the plan itself and the entire 
governmental financial structure out of 
balance. 

Expansion and contraction of the re- 
serves, it is felt, will inevitably com- 
plicate investment problems. Instead of 
acting as a stabilizing force, the reserves 
are expected to increase the “spread” of 
interest rates, with returns abnormally 
low during periods of prosperity and 
subject to abnormal fluctuations during 
periods of depression. 

Theoretically, the combined plan is 
supposed to serve as a balancing factor 
because collections will be most heavy 
during years of prosperity and disburse- 
ments most liberal during years of de- 
pression. Practically, it is argued that 
this will mean heavy buying of securities 
during years of prosperity, the rate of 
purchase accelerating until the peak of 
prosperity is reached; then heavy liqui- 
dation to provide for the necessary dis- 
bursements, the rate of liquidation 
accelerating until depression is at its 
lowest point. 

Fears are expressed also as to the ef- 
fects of the plan upon industry and 
commerce. It is felt that the tendency 
of wages will be to advance until the 
employee’s tax has been shifted to the 
employer, so that business must expect 
an actual tax diversion for these pur- 
poses of 9 per cent of the existing pay- 
roll. It is argued that this would force 
higher prices for the products of indus- 
try or else bankruptcy for a large num- 
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ber of enterprises. 

The plan is regarded by many as in- 
equitable because all citizens would share 
the burden while the benefits would not 
be applicable to all. 

In so far as unemployment compensa- 
tion is concerned, it is generally conceded 
that the statistics available are not suf- 
ficiently accurate or comprehensive to 
provide any actuarial estimates of the 
rates and reserves required. The argu- 
ment is advanced that if the calculations 
now made prove wrong so that the prom- 
ised benefits cannot be paid, social up- 
heaval of most serious consequences 
would be a natural result. 

The additional point has been raised 
that there is no adequate assurance of 
coordination between national and state 
systems. 


Federal Income Tax Law Unfair, 
Says R. H. Montgomery 


Variations from sound and orthodox 
tax principles were discussed before the 
American Management Association Oc- 
tober 10 by Robert H. Montgomery, of 
Lybrand, Ross Bros. & Montgomery, 
New York. In the course of his address, 
Mr. Montgomery said: 

“Our federal income tax law is grossly 
unfair; it violates the fundamentals of 
scientific taxation; it taxes gross income 


and capital as well as net income; parts 
of it are unconstitutional; it is perme- 
ated with soak-the-rich stuff which is out 
of place in a tax law; it is harshly ad- 
ministered. Perhaps worst of all is the 
hostile spirit recently exhibited by the 
Board of Tax Appeals which should be 
a purely judicial body. 

“Who makes the law and who admin- 
isters it? 

“The law is made by so-called repre- 
sentatives of the people; it is adminis- 
tered by so-called servants of the people! 

“The joke on the rich who are un- 
fairly soaked is that they contribute 
most of the campaign funds used to elect 
the men who make the laws, who appoint 
the men who collect the taxes, who tell 
the rich men where they get off. 

“There are a few very rich men who 
have all their money in tax exempt se- 
curities who have much to say about 
taxes, They have the laugh on everybody. 

“T think the rich men who contribute 
to either political party are suckers. I 
was a sucker up to a few years ago, but 
never again will I contribute to cam- 
paign funds to save the country from I 
don’t know what unless I can secure a 
pledge in writing that an attempt will 
be made to enact a law which only taxes 
net income, avoids discrimination, and 
provides for quick and equitable admin- 
istration. I don’t care how high the rates 
are provided they are fair.” 








Corporate Fiduciaries Associations 


Valuing Trust Assets for Accounting Purposes— Uniform 
Practice Recommended By California Committee 


FTER careful study of reports re- 
Ast from all member institu- 
tions of the Associated Trust 
Companies of Central California the 
special committee appointed by the as- 
sociation for the specific purpose of rec- 
ommending a uniform practice of valu- 
ing trust assets rendered the following 
report: 

Your committee has reviewed the 
charts indicating the measures of value 
assigned to trust assets by our member 
trust departments for accounting and/or 
control purposes. The various methods 
and practices of valuing trust assets 
have been analyzed and comparisons 
have been made of specimen accounts 
submitted by individual members of 
your committee. 

Your attention is respectfully directed 
to the fact that the three different meth- 
ods of valuing trust assets, namely, the 
“par value” basis, the “unit” basis, and 
the “cost or inventory” basis, described 
in detail in the report of the Special 
Committee on Statistics presented to the 
Executive Committee of the Trust Divi- 
sion of the American Bankers Associa- 
tion, are all represented in the various 
accounting methods of the member 
banks of our local Association. 

Your committee, therefore, respect- 
fully recommends the following uniform 
practice of valuing assets for trust ac- 
counting purposes: 

Assets Held as Executor, Administrator, 
Guardian, and Testamentary Trustee 
Assets received in the above men- 

tioned fiduciary capacities should be car- 

ried at the. value shown by the Inven- 
tory and Appraisal in the matter of the 
estate of the decedent or the ward. 

Assets purchased should be carried at 
their actual cost. 
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Pending the appraisal of Estates in 
Probate, assets should be carried at the 
following values: 

Bonds at par value. 

Stocks at $1.00 a share. 

Notes at their unpaid balance, or if 
such balance cannot be deter- 
mined, then at face value. 

Real estate at $1.00 a parcel. 

Sundries or miscellaneous assets at 
$1.00 per item. 

Assets Held Under Trusts Created by 
Private Agreement 

Assets received under Living or Con- 
tractual Trusts, other than notes, should 
be carried at their cost to the Grantor. 
Notes should be carried at the amount 
of the unpaid balance. In the event the 
cost of the assets received is not obtain- 
able, the said assets should be carried, 
pending the receipt of information rela- 
tive to their cost, at the arbitrary values 
assigned to assets held in estates in pro- 
bate pending their appraisal. 

Assets purchased by the 
should be carried at cost. 

Assets Held as Agent 

Assets held under Agency Agreements 
should be valued on the same basis and 
in the same manner as assets held under 
trusts created by Private Agreement. 
Assets Held as Custodian or as Depositary 

Under Order of Court 

Assets held in the above captioned 
capacities should be carried at the fol- 
lowing values: 

Bonds at par value. 

Stocks at $1.00 a share. 

Notes at unpaid balance, or if such 
balance cannot be determined, at 
face value. 

Real estate at $1.00 a parcel. 

Sundries or miscellaneous assets at 
$1.00 per item. 


trustee 
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Assets Held as Corporate Trustee, Corporate 
Agent and Depositary Under Bond- 
holders Protective Committee 


Assets held under the above captioned 
accounts, other than assets held to secure 
the performance of a particular covenant 
of the trust indenture or assets held as 
collateral, should be carried at the arbi- 
trary values hereinbefore recited under 
the caption of assets held as Custodian. 

Such assets as may be held as collat- 
eral or to secure the performance of a 
particular covenant of the trust inden- 
ture, should be valued in accordance with 
the provisions of the trust indenture. 


Policies Held Under Life Insurance Trusts 


Policies held under non-operative In- 
surance Trusts should be carried at $1.00 
per policy. A separate ledger should be 
maintained for these accounts indicating 
the face value of each policy held. Both 
a unit control and face value control 
should be maintained for the aforesaid 
policies. 

The members of the committee were: 

Chairman, A. J. Unsworth, American 
Trust Company. 

Emil R. Andker, Bank of California, 
N. A. 

E. J. Tooker, Crocker First National 
Bank. 

R. R. Zellick, Anglo California Na- 
tional Bank. 

L. Sandfort, Bank of America N. T. 
and §S. A. 


Trust Committee, Ohio Bankers’ 


Association 


Chairman, John R. Cassidy, legal de- 
partment, Central United National Bank, 
Cleveland. William Coughlen, trust offi- 
cer, First National Bank, Cincinnati. 
B. T. Batsch, vice-president, Toledo 
Trust Company, Toledo. W. W. Wilson, 
trust officer, Cleveland Trust Company, 
Cleveland. R. W. Laylin, vice-president, 
City National Bank & Trust Company, 
Columbus. J. M. Leach, vice-president 
and trust officer, Winters National Bank 
& Trust Co., Dayton. Charles M. Barger, 
trust officer, National Exchange Bank & 
Trust Company, Steubenville. 


TRUST COMPANIES 


History of Typical Corporate 
Fiduciary Association 


Review of the development and activi- 
ties of one of the country’s pioneer trust 
associations is suggestive of the advan- 
tages which accrue from united action 
and frank interchange of information on 
fiduciary administration problems. The 
following account has been prepared 
by Albert L. Grutze, president of the 
Trust Companies Association of Oregon 
and vice-president and trust officer of 
the Title & Trust Company of Portland: 


The Trust Companies Association of 
Oregon is one of the pioneer local asso- 
ciations of the nation, having been or- 
ganized in 1921. It was the outgrowth of 
meetings between the trust officers of 
Portland in an endeavor to establish a 
minimum basis of charges for the vari- 
ous types of trust service. 


It will doubless be news to the readers 
of TRUST Companies to learn that the 
first nation-wide compilation of fees and 
charges for corporate trust services was 
assembled in Portland by the late R. L. 
Sheppard, at the time trust officer of 
Title and Trust Company, and this com- 
pilation was published in the August, 
1915, issue of TRUST Companies. This 
compilation was an analysis of the fees 
of twenty-five individual trust depart- 
ments located in all parts of the country. 
It was the basis of a proposed schedule 
of minimum fees for use by all trust de- 
partments in Portland and led to many 
meetings between the trust officers. By 
the time the schedule was adopted these 
trust officers learned that there were 
many other matters pertaining to trust 
administration wherein co-operation be- 
tween competing departments benefited 
their respective clients. The natural re- 
sult was the forming of our association. 


Monthly dinner meetings are held ex- 
cepting during the summer months. 
These meetings are attended by the trust 
officers and the staffs of the various trust 
departments. Speakers on subjects relat- 
ing to the legal and practical problems 
of trust work are provided and the meet- 
ings are strictly informal. The institu- 
tions are glad to pay the cost of the 
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dinners for their respective staffs. Each 
institution also pays an annual member- 
ship fee to defray other association ex- 
penses. 

Matters pertaining to the conduct and 
management of the association are gov- 
erned by an executive committee general- 
ly composed of the trust officer of each 
Portland member. 

Since organization the association 
adopted a minimum fee schedule which 
has subsequently been revised three 
times after thorough study by represen- 
tatives from all member institutions and 
the minimum fees adopted have been well 
maintained. A code of ethics has like- 
wise been adopted and similarly main- 
tained. 

All matters relative to new legislation 
or revision of existing laws are thor- 
oughly considered and action taken by 
the association members as a unit. This 
has resulted in corporate trustees in 
Oregon enjoying their existence under 
probably the best laws of any state in 
the Union. 

Close contact and co-operation with 
the Oregon Bankers’ Association is 
maintained through the Committee on 
Trust Powers of the bankers’ association. 
A trust officer of one of the members of 
the trust companies association has al- 
ways been appointed chairman of the 
bankers’ association committee and this 
year the chairmanship is held by the 
president of the trust companies asso- 
ciation. 

The value of our association has been 
the bonds of fraternity which have been 
built up between the trust departments 
and their staffs, from the executive offi- 
cers down to the youngest clerks. No 
trust officer or staff member hesitates to 
consult or advise with a competitor and 
likewise never refuses a helping hand, 
all of which inures to the benefit of the 
public in better trust service. 

The principal activities of the associa- 
tion for the coming winter are a weekly 
radio program over Station KOAC, 
owned and operated by Oregon State Col- 
lege at Corvallis and furthering a better 
understanding with members of the bar. 
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Committee on Trust Functions, 
N. Y. State Bankers 


Appointment of the following mem- 
bers of the Committee on Trust 
Functions, New York State Bankers 
Association, was announced by S. Sloan 
Colt, president of the association and 
president, Bankers Trust Company, New 
York City, October 10: 


Chairman—William H. Stackel, vice- 
president and trust officer, Security 
Trust Co., Rochester. 


Andrew Wilson, Jr., vice-president, 
Bank of the Manhattan Co., New York 
City. 

John D. Adams, trust officer, Union 
National Bank, Troy. 

John T. Creighton, vice-president, City 
Bank Farmers Trust Company, New 
York City. 

S. G. Easterbrook, trust officer, Manu- 
facturers & Traders Trust Co., Buffalo. 

George H. Norris, vice-president and 


trust officer, First Citizens Bank & Trust 
Co., Utica. 


Minnesota Association Elects 
New Officers 


At the regular monthly meeting of the 
Corporate Fiduciaries Association of Minne- 
sota, held October 4, 1935, the following 
officers were elected to serve for the ensuing 
association year: 


President—H. Wm. Blake, vice-president 
and trust officer, The Empire National 
Bank & Trust Co., St. Paul. 


Vice-President—Trygve Oas, trust offi- 
cer, Midland National Bank and Trust 
Company, Minneapolis. 


Vice-President—R. M. Tolleson, vice- 
president and trust officer, Merchants Bank, 
Winona. 


Secretary-Treasurer—R. N. Gesme, as- 
sistant secretary, Northwestern National 
Bank and Trust Company, Minneapolis. 


Russell M. Collins, investment officer, 
First Trust Company, of St. Paul, has been 
appointed to the chairmanship of the 
Executive Committee of the Association for 
the ensuing year. 





TRUST COMPANIES 











s 
BS 


it 


pall pitt 


a Sa 
forth” 


William Penn House 
Fairmount Park 


THE founder of a fortune, like the 


founder of a Commonwealth, expects 


his creation to endure. Since 1865, many 


Philadelphians have utilized 
Provident Trust experience in 


planning their estate affairs..§ 














Excerpts From Selected Articles 


Endowed Institutions Hurt by Low Interest 
Rates 


Stone & Webster Bulletin, September, 1935. By 
Will J. Price 


“The problems inherent in investment of 
funds in high grade fixed income securities 
have been intensified by the present high 
level of bond prices now maintained for 
more than a year, and by the resulting low 
yields in seasoned issues. As a natural, if 
not inevitable consequence, the market has 
progressed into a refunding phase, and cor- 
porations are active in accepting the oppor- 
tunity offered by the money market to effect 
economies in debt service by the redemption 
of old issues and replacement by new lower 
rate securities. This phase of the market 
emphasizes the problem for investors gen- 
erally and tends to work a peculiar hard- 
ship on a great number of institutions de- 
pendent upon private endowments for a 
substantial portion, if not all, of the income 
essential to their activities. 


“In this class are many of our universi- 
ties and colleges, hospitals, scientific foun- 
dations, and the many organized funds 
supporting religious and charitable groups. 
The combined endowments of only twenty 
of the most heavily endowed universities 
and colleges were reported recently as 
reaching a figure well in excess of $700,- 
000,000; the known funds of two hundred 
and seventy foundations are reported to be 
in excess of three-quarters of a billion dol- 
lars, and an all inclusive total of endowed 
institutions of all types would give a figure 
of several billions. 


“The reduction in income brought about 
by the replacement of outstanding bonds 
with issues bearing a lower coupon rate 
creates an especial difficulty for endowed 
institutions because of their character as 
non-profit organizations and the full use 
which they make of their incomes. In the 
case of commercial institutions handling in- 
vestment funds a decrease in income, after 
all possible operating economies have been 
effected, may be shared with others. An 
insurance company may decrease dividends, 
increase premiums, or perhaps both. Like- 
wise in the case of a savings or commercial 
bank, the burden may be shared by the de- 
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positor and the stockholder in the form of 
reduced interest on deposits and reduced 
dividends, without serious disturbance to 
the proper conduct of the bank. 


“The effect of the current stage of the 
market on our endowed organizations can 
be illustrated by reference to one of the 
large institutions which has 75 per cent of 
its funds invested in bonds. Most of the 
issues recently refunded were included in 
the portfolio. These issues together with 
bond holdings which may be considered 
vulnerable to refunding operations amount 
to about one-third of the bond investments. 
Assuming a continuance of the present bond 
market and eventual replacement of these 
investments by securities with a lower cou- 
pon, the reduction in income affected at the 
prevailing average differential in rate 
would amount to about 30 per cent, and 
would cost this institution almost $500,000 
annually. 


“Most attempts by endowed institutions, 
such as colleges and hospitals, to replace 
reductions in income from non-operating 
sources by increasing service charges or 
tuition fees have failed to produce the ex- 
pected income. The outcome generally has 
been some curtailment in the institution’s 
field of activity, and, in some isolated cases, 
has been the substantial defeat of the pur- 
poses for which the institution exists. ~ 


“The problems brought about by lowered 
income are intensified, because they are 
superimposed upon an extended period dur- 
ing which there has been a sharp contrac- 
tion in the flow of gifts and bequests. Some 
relief is promised by a recovery in earnings 
permitting resumption of interest payments 
on defaulted obligations and the declaration 
of dividends on junior securities. Many 
funds are forced to consider readjustment 
of holdings and the extension of invest- 
ments in dividend paying common stocks, 
preferred stocks and medium grade bonds 
offering higher income return. The varia- 
tion in the terms and conditions under 
which endowed funds are administered is so 
great, and the uses of income are so many, 
that the merit of such a,course is entirely 
dependent upon the character of the indi- 
vidual institution.” 
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Suggestions for a Modern Will 


I, Willoughby Wemp, being of sound 
mind (considering what it has been 
through) do hereby, largely as a gesture, 
declare this my last will and testament: 

Paragraph I.—To my wife, Anastasia, 
my three sons, Charles, Opie and Ignatz, 
and my daughter, Minerva, I leave my 
entire estate, real and personal, share and 
share alike. 

Paragraph II.—I ask their forgiveness 
for having accumulated a sum of money 
so large that they will get very little of it 
after the government takes its cut, and 
I beseech them particularly for their par- 
don for building up and retaining a large 
and legitimate business and imposing 
upon my heirs the burdens and trials in- 
cidental to its distribution as shark bait. 

Paragraph III.—I leave to the above 
named heirs my certified list of capable 
and combative attorneys with the advice 
that they select no more than one lawyer 
each, as the fees will be plenty; and I urge 
that a time limit be put on the battle. You 
know, my dears, how lawyers are. 





Paragraph IV.—I request that my wife 
have the large oil portrait of myself made 
of me in the days when it was not thought 
I was doing anything of an ignominious 
nature in striving diligently to provide 
for the future of my wife and children. 
Bitter as she may feel about me in the 
light of present-day legislation, I trust 
the portrait may bring compensating 
memories of happier days. 

* * * 

Paragraph V.—I request my heirs to 
destroy at once by fire the copy of that 
article I once wrote on Success for the 
American Magazine, together with any 
and all books in my library on thrift, am- 
bition, diligence, budget balancing and 
bookkeeping. 

Paragraph VI.—I direct that my heirs 
distribute equitably among them my col- 
lection of rubbers, galoshes, snowshoes, 
woolen underwear, umbrellas and fur mit- 
tens. It looks to me as if they would need 
them, and they are the only things the 
government won’t try to grab. Or am I 
wrong again? 

Paragraph VII.—To my daughter 
Jeane, not mentioned heretofore, I leave 
no part of my estate. She was always my 
favorite child and I wish to spare her 
every care and annoyance. 

Paragraph VIII.—My son, Dudley, not 
heretofore mentioned, I cut off completely 
from any share whatsoever or everso- 
what. He left home at an early age, spent 
many years of his life as a loafer, blew 
in every penny he ever earned, and has 
never been anything but a spendthrift and 
a waster. I realize now that he was right, 
and I not only congratulate him on his 
ability to look ahead, I now spare him the 
annoyances and tribulations which will 
fall upon those members of my family 
who accepted my standards of life. 

Paragraph IX.—I appeal to all my 
heirs not to be too hard on the memory 
of the old man, to hope for the best, to 
vote the straight Republican ticket at all 
times, and never to take any stock in the 
platform of a Democratic candidate. 

In witness whereof I hereunto set my 
hand and seal. 

WILLOUGHBY WEMP. 


H. I. Phillips in “The Sun Dial” of the 
New York Sun. 





Developing Trust New Business 


Reflections 


In our April, 1935, issue, was reported 
the resumption of the publication “Reflec- 
tions” by the California Trust Company, 
Los Angeles. Several items from a recent 
issue follow: 


The Grooming of a Future Star 


A young ward of whom we are “tremen- 
dous proud” will be known the world over 
some day, we believe. She has a rare and 
unusual talent. As her legal guardians we 
are doing everything in our power to de- 
velop that talent. A trust created by this 
girl’s mother, years, ago, long before this 
talent was evident or could be anticipated, 
is making it possible for this future star 
to take her place in the firmament of fame. 

The young lady’s father, a doctor, and 
her mother, a former trained nurse, met 
overseas, during the World War. Both of 
her parents were martyrs to their patriot- 
ism. The father did not long survive his 
return from abroad. Shortly after his death 
the mother learned that she had tuber- 
culosis. 


The daughter was only eight years old 
when the mother’s professional experience 
quite as much as her doctor’s diagnosis 
convinced her that she had not long to 
live. She came to us with the little girl, 
talked over her plans with us, and worked 
out a trust for the child’s benefit. Not long 
after that our ward was left an orphan. 

Our first duty was to find a congenial 
home for this lonely, desolate little girl. 
There was a choice of several excellent 
prospects. We selected one where there was 
a lad of about her own age, to supply her 
needed companionship. Under these favor- 
able conditions, the little lady forgot her 
sorrow, and soon her genius began to blos- 
som. It was then we decided that she should 
have a career, and, by careful nursing of 
the not too large estate which her mother 
left in trust with us, our dreams for this 
child, now quite a young lady, soon are to 
be realized. 


An Echo Out of the Past 
In April, 1930, there appeared in “Reflec- 


tions” a little story which started out as 
follows: 


“Five years ago an aged citizen of a 
wealthy suburb was named executor for 
the sizable estate of his deceased brother. 
Among other assets was a mortgage for 
$2,019.23 in favor of the decedent, which 
the executor instructed us to realize upon 
for the benefit of the estate. In due time 
this was done, and our check for $2,019.23 
was mailed to the executor. 


And that was the last we ever saw of 
that check, until just the other day; where- 
by hangs a tale. 

Years passed. The check became out- 
lawed by the statute of limitations, and 
the fact that it never had been deposited 
and realized upon was not disclosed until 
the final accounting of the executorship 
was rendered. Then there was a shortage 
of $2,019.23 for which the executor could 
not account, but which he duly paid out 
of his own pocket. 

He had almost forgotten the incident 
when we called upon him one day to notify 
him that a check for $2,019.23 which we 
had issued to him five years before never 
had been used. The old gentleman did not 
altogether welcome this reminder. He and 
his daughter had looked high and low for 
that missing check; he recalled having re- 
ceived it, but that was as far as memory 
went. 

He had even had his bank carefully ex- 
amine his several accounts to see whether 
the missing check had been deposited to 
any of them by mistake. He was annoyed, 
not so much because he was $2,019.23 out 
of pocket, as by the fact that he, a good 
business man, could have mislaid two 
thousand dollars. The annoyance continued, 
with intermittent renewals of the quest 
for the missing check, almost up to the 
time of his death. 


Meanwhile, we had reimbursed him for 
his loss, by having the estate re-opened, 
and issuing to him, as executor, another 
check, upon the filing of a proper indemnity 
bond. But that did not entirely satisfy the 
fine old gentleman; the mystery of the 
missing check continued to worry him. 


Then, a few months after his death, his 
son-in-law came in one day with that 
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ancient and now worthless piece of paper. 
It had been safely filed away where no one 
would think of looking for it, and had been 
found by merest chance. And so, too late 
to set the former executor’s mind at rest, 
the incident is closed. 

But had the brother who named this old 
gentleman as his executor anticipated the 
amount of grief he was bequeathing to his 
nearest relative, no doubt the testator 
would have made other arrangements. And 
had the surviving brother chanced not to 
be a man of means, as he was, the estate, 
for some years at least, would have been 
deprived of the use of $2,019.23. Further- 
more, there would always have been the 
chance of suspicion, distrust and mistaken 
motives. “It does seem strange that Uncle 
Abner should have been so careless .. . if 
it really was carelessness.” Many a fine 
family has broken on just such a rock. All 
of which suggests how infinitely better it is 
all around to appoint a corporate executor 
whose multiple memory for detail is almost 
automatically infallible. 


A Considerate Mother Carries On 


Ten years ago, upon the death of her 
husband, she was left with the management 
of a large amount of land and the care of 
two little girls. Desiring more time for 
mothering, she formed a corporation to 
facilitate the management and sale of the 
real estate, and then placed two-thirds of 
the stock of the corporation in trust with 
us, to be held intact until after her death. 

Upon her death, part of the estate was 
used to pay inheritance taxes, part to make 
cash payments for certain old-time re- 
tainers of the family, and part to provide 
lifetime incomes for other pensioners. The 
remaining shares were placed in trust for 
the two daughters until they should reach 
the age of 25, the income to be used in the 
interim to provide for living and college 
expenses. 

During the last decade there have been 
some good years and some very lean ones, 
but the good ones enabled us to accumulate 
a cash surplus which took care of the lean 
years, and the daughters have never lacked 
ample means. So well satisfied was the elder 
with what trust service had done for her 
that when she came into her inheritance 
she created a trust for herself. The younger 
daughter is still in college and enjoying an 
income which is more than sufficient. Just 
one more instance of where a considerate 
mother, through the wise use of trust 
service has carried on, long years after 
her death. 
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Trustee Management and 
Adequate Fees 


Why adequate fees are essential in 
order that the trustee may secure the 
best available information and facts to 
guide it in reaching decisions in the 
management of trust funds, is pointed 
out in booklets, folders and newspaper 
advertisements issued by the Fiduciary 
Trust Company, New York City. One 
folder, enclosed with statements, reads 
as follows: 


Have You Revised Your Will 
Recently ? 


Every reason which emphasizes. the 
present importance of initiative, research 
and constant attention in managing trust 
and investment funds applies with even 
greater force to that future period when 
the estate you are now accumulating will 
become a trust fund for the support of 
your family. 

Today you may recognize the economic 
possibilities of the near future and base 
your investment policies upon them. But the 
economic changes of the years to come, you 
cannot foresee. You can, however, select 
an incorporated trustee under your will— 
or living trusts—a trust company which 
provides for alert management of your 
estate. 

At the Fiduciary Trust Company, in 
addition to the plan adopted to maintain 
continuity and independence, it is an estab- 
lished policy to charge a fee sufficient to 
bring to the management of clients’ trust 
and other funds the constant attention and 
initiative of principal officers, based upon 
what we believe to be the best available 
investment research. * * * 

The following excerpts taken from 
three of a series of newspaper advertise- 
ments used by the Fiduciary Trust Com- 
pany: 

The forces of deterioration, to which all 
securities are exposed, are no respecters of 
trust funds. The documentary framework 
of a trust does not in itself protect securi- 
ties against the economic, technical and 
social changes which are constantly affect- 
ing investment values. 

Trust funds require the same alert man- 
agement for their conservation as do all 
other investment funds; inertia merely 
invites deterioration. 

Trustee Management at the Fiduciary 
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Trust Company of New York includes— 
[a] careful carrying out of the provisions 
of the trust; [b] continuous management 
of the fund based upon experienced in- 
vestment research. 

This Trust Company’s established policy 
of charging a fee sufficient to maintain 
such review and research is important to 
those who wish to secure continuity of 
Trustee Management for their funds dur- 
ing their lifetime and, later, for the trusts 
created under their wills. , 

You are invited to discuss Trustee Man- 
agement with the officers of the Fiduciary 
Trust Company at our office, One Wall 
Street. We may be able to help you in your 
estate or investment problems. Our pam- 
phlet “Managing Trusts and Investments” 
will be mailed on request. 


Your Dollars, and What They Will Buy 


Changes in the value or purchasing 
power of the dollar create one of the most 
difficult problems for you and for everyone 
seeking to conserve trust and other in- 
vested funds effectively; that is, to main- 
tain not only the principal but also its 
power to purchase the many goods and 
services which go to make up the cost of 
living. The problem is not a new one. It is 
as old as the history of money. 

If your own experience, for example, 
goes back to 1914, you know that six years 
later, after the war, the cost of living had 
doubled. Even today, in spite of its decline 
since 1929, the cost of living is still about 
40 per cent above 1914. This means that, 
even if your principal remains unimpaired, 
a substantial decline has occurred in its 
purchasing power unless you did something 
about it. 

Looking back over this period, one sees 
that changes in the value of money were 
at times accompanied by changes in the 
values of securities. The latter provided a 
means through which the purchasing power 
of your trust and other funds [provided 
their investments were unrestricted] might 
in some measure have been conserved. This 
would have required constant attention and 
initiative, as well as the adoption of in- 
vestment policies appropriate to changing 
tendencies in the value of money which at 
the time may have been as uncertain as 
they are today. 

Through such definite investment policies 
as circumstances indicate, Trustee Manage- 
ment at the Fiduciary Trust Company of 
New York endeavors primarily to conserve 
the principal of trusts and other funds. 


The problem of conserving purchasing 
power as well—with full recognition of the 
difficulties involved—is also kept under 
constant consideration. Managing Trusts 
and Investments will be mailed on request. 


To conserve a trust fund, that is, to keep 
it “from harm, decay, or loss,” more is 
needed than merely to hold in the fund 
securities considered conservative at the 
time of purchase. Conservative investment 
is a continuous process throughout the life 
of the fund. It involves constant looking 
ahead, constant research into economic, 
technical and social developments, and con- 
stant review of previous investment de- 
cisions in the light of what research 
reveals. It involves readiness to look reali- 
ties and probabilities squarely in the face 
and to make such changes of individual 
securities or investment policies as the 
march of events indicates are most likely 
to be conservative. * * * 

This Trust Company’s established policy 
of charging a fee sufficient to maintain the 
review and research essential to conserva- 
tion is important to those wishing con- 
tinuity of Trustee Management for their 
funds during their lives and, later, for 
trusts created under their wills. 

You are invited to discuss Trustee Man- 
agement, and its application to your estate, 
trust, or investment problems, with the 
officers of the Fiduciary Trust Company 
at our office, One Wall Street. Our pamph- 
let, “Managing Trusts and Investments,” 
will be mailed on request. 


Up-to-Date Will 


An illustrated newspaper advertise- 
ment of the Industrial Trust Company, 
Providence, R. I., under the title, “This 
Man Takes Pride in an Up-to-date Will,” 
says: 


He is one of those far seeing business 
men who know the need of periodical will 
revision. His will has been revised by his 
attorney to meet conditions as they exist 
today. 

He has made Industrial Trust Company 
executor and trustee under his will giving 
him the assurance that his estate will have 
competent management and that his wishes 
will be carried out. 

Business and professional men take pride 
in an up-to-date will. 
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Duties of an Executor Outlined 
in Series of Newspaper 
Advertisements 


Two examples of a series of advertise- 
ments discussing duties of an executor— 
to be performed whether or not a trustee 
is appointed by the will of the decedent— 
as published by the Fidelity Union Trust 
Company, Newark, N. J., follow: 


Lost Bonds 


Experience and integrity are the greatest 
qualifications an executor can have. 

An executor must locate and collect to- 
gether all of the assets of an estate. This 
is often difficult. Sometimes valuable securi- 
ties must be searched out. Papers may have 
been overlooked or tucked away in obscure 
places, lost. 

After the will is probated an executor 
must collect the assets: 

The contents of the safe deposit box will be 
examined in the presence of a representative of 
the Inheritance Tax Bureau and, if possible, a 
member of the family. The executor will use a list 
of the contents to set up proper records for tax 
returns and other uses. 

The executor will notify banks, brokers and 
other business houses of his appointment. The 
statements furnished by these agencies will be 
reconciled with the decedent’s records. 

If the decedent’s records show securities which 
cannot be located, a detailed search must be made 
and measures to recover taken. 

Stocks and bonds will be checked for callable 
features, conversion privileges and maturities. Sur- 
rogate’s certificates will be sent to all companies 
in which the testator owned registered investments, 
with the request that all future payments and 
notices be sent to the executor. 

If the estate owns real property it should be 
inspected and checked as to payment of rents, 
taxes, assessments and protection by insurance. 

Mortgagors will be notified to make payments 
to the executor, and to submit receipts and tax 
bills for examination. 

This is only one of the many phases of 
the work of an executor. Write us for a 
list of the steps covered in administering 
an estate. 

The.administration of nearly every estate 
develops unforeseen problems which only a 
trained and responsible executor can solve 
to the advantage of the estate. Over 45 
years’ experience in administering estates 
of practically every character is a strong 
reason for the appointment of this Com- 


pany as your executor. 


“What Is This Stock Worth?” 
Where the decedent was the principal 
owner of a “close” corporation, the exec- 
utor is confronted with an involved and 
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technical job. The stock has no list price; 
the executor must determine its book value 
and, in addition, its intrinsic worth. The 
question must be faced, “What is this stock 
worth?” 

An executor must appraise the assets of 


the estate: 

In the case of closely held shares of stock it is 
not sufficient for the executor to accept the book 
value. He will have to take the company’s financial 
statements and pick them apart. Each item must 
be scrutinized not only for tax, but also for sale 
purposes. Assets may have to be reappraised to 
arrive at an equitable value of the corporation. 
Liabilities must be analyzed to see that proper 
reserves for bad debts, accrued taxes, depreciation 
and contingencies have been set up. 

The executor must dig into the company’s profit 
and loss statements for a period of years to figure 
“good will.”” This is an intangible but very real 
asset and should be included in the value of the 
stock. 

Jewelry, valuable paintings, silverware and other 
chattels must also be inventoried and individually 
appraised. 

Stocks and bonds, when listed, will be appraised 
at prices as of the time of death. Mortgage invest- 
ments, notes and other accounts, if collectible, may 
be entered at face value. If doubtful, each item will 
be considered separately. 

Real estate is appraised for the purpose of 
making estate and inheritance tax returns; also 
for the executor’s use in determining sale price, 
rental value, protection by insurance and amount 
of local assessment. 


This is only one phase of the work of 
an executor. Write us for a list of the steps 
covered in administering an estate. 

No matter how simple or complicated 
your affairs, this Company is fully equipped 
to protect the interests of your family as 
executor of your will. It is a permanent 
institution with training and experience 
in every aspect of estate management. 


Life Insurance Trust 

In a recent newspaper advertisement 
under the title, “And We Say It Again 
Today,” the Manufacturers and Traders 
Trust Company, Buffalo, New York, 
states that “life insurance should be 
your first investment—your second—a 
life insurance trust.” The body of the 
advertisement follows: 

This bank was founded in 1856. This 
message is written in 1934. It brings you a 
conclusion based on seventy-eight years of 
intimate contact with the financial problems 
of unnumbered thousands of Buffalonians 
in all walks of life. That conclusion is this 
—we believe that every man should consider 
life insurance his first investment. There is 
no more immediate means of creating a 
sizable estate ... no surer way of afford- 
ing positive protection for your dependants. 
Maintain the insurance you carry today. 
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Add to it as often as possible. Safeguard it 
by means of a Life Insurance Trust. 


A Life Insurance Trust Assures Lasting 
Protection for Your Heirs 

A life insurance trust is an agreement 
between you and this bank providing that 
your insurance be paid to us and invested 
as a trust fund, the income and principal 
to be paid your beneficiaries at times and 
in amounts specified by you. Such an agree- 
ment assures a regular income in place of 
lump sum payment with its dangers of 
rapid depletion. Very often it results in an 
increase in the funds invested. Always it 
places at the disposal of heirs the accumu- 
lated knowledge and experience of trained 
trust officers. 


A Typical Example of Life Insurance Trust 
in Operation 
An early Life Insurance Trust agreement 
entered into by this bank covered a policy, 
the proceeds of which were placed in our 
care in 1903. They were immediatly in- 
vested in securities legal for trust funds 
where, per agreement with the insured, 
they were to remain for 27 years. During 
that period the trust paid the beneficiaries 
an average annual income of 4.985%. At 
the expiration of the trust agreement in 
1930 the remaining heirs received from the 
Manufacturers and Traders Trust Company 
the original sum of the trust plus an in- 
crease in principal of 10.8%. 


Give Your Heirs This Added Protection 

Consult us regarding trusteeing your Life 
Insurance funds. Any trust officer of this 
bank will gladly explain the details of how 
you may give your heirs this added pro- 
tection. 


How Safe are Family Trust Funds? 


After all ... when you put your estate in 
the hands of The International Trust Com- 
pany, or any other trust institution, for man- 
agement, your principal object is safety of 
principal and a reasonable income .. . for 
yourself, now, if you establish a living trust, 
and for your family in any event. We fully 
recognize this responsibility, and, from the 
Executive Committee of our Board of Direc- 
tors to the statistical division of our Trust 
Department, we lay every emphasis on the 
careful selection of investments for our 
trusts and on constant watchfulness of the 
investments after they are made. 

But ... you may well ask— 
What have been the results? 


How have your trusts come through 
the unprecedented test of the past 
five years? - 

Has good Trust Company manage- 
ment proved itself worthwhile? 


We must base our replies on our own 
experience, which is probably not materially 
different from that of many other institu- 
tions. The tests of a sound investment policy 
for trust funds may vary from year to year; 
the problems of the decade before us will 
hardly be the same as those of the last ten 
years; already the rise in bond prices and 
the corresponding reduction of income pre- 
sent new difficulties; but we know of no 
better way for our old customers and our 
new customers to judge of the future of trust 
funds under our management than by re- 
viewing the record to date. 

Solid facts taken from our books give the best 

answers to your questions. During the next few 

weeks we will publish in this space, on each Thurs- 
day, facts, figures, and illustrative cases from 
which you may draw your own conclusions. Next 

Thursday we will describe a family trust fund the 

term of which coincided with the ten financially 

spectacular years from 1925 to 1935. 


Does Your Life Insurance Need 
One Thing More? 


It is our experience that too many 
thoughtful men consider their life insurance 
responsibility fulfilled when they see that 
premiums are faithfully paid. They don’t 
go the one step beyond—the safeguarding 
and practical disbursement of the principal 
which their policies represent ... and 
which, in many cases, constitutes the major 
portion of their estate. 

If you are interested, stop in and let us 
discuss with you the details of a Life In- 
surance Trust. It won’t take much of your 
time, there is no obligation, and it may save 
worry for your family. Your own lawyer 


should draw the trust agreement. 
(Caleb Heathcote Trust Company of Scarsdale, 
New York) 


Men So Easily Meet Disaster 


Men so easily meet disaster . . . pass in 
front of careless drivers ... go to bed with 
little colds . . . and never return to plan 
the distribution of their estates into which 
have gone so many years of effort for the 
continuing care and protection of their 
families. Do you know your Will as of 
Today? 

The Commercial National Bank and Trust Com- 


pany of New York, in newspaper advertisements 
105 in. x 7% in. 





386 TRUST COMPANIES 


Reports of Wills as Text for 
Trust Advertisements 


Wills have long been a favorite subject 
in preparing trust advertisements. The 
reports appearing regularly in TRUST 
Companies Magazine, summarizing in- 
teresting phases of wills of prominent 
men and women, are being used by The 
First National Bank and Trust Company 
of Tulsa in a manner illustrated by the 
advertisement reproduced in miniature 
on this page. 

Another trust institution which is 
making similar use of this material is 
the Central National Bank and Trust 
Company of Peoria, Illinois. 


“Death Sentence” 


The ill-considered legislation which has 
been proposed to abolish certain Utility Hold- 
ing Companies has its lesson for investors. 
This lesson—so obvious that it is almost uni- 
versally disregarded—is that no type of busi- 
ness or investment is immune to destructive 
influences. The only thing certain about any 
investment is that it is subject to constant 
change. And every basic change spells 
“Death Sentence” for some investment. 


The changes which extinguish invested 
wealth may be due to economic, political, 
technological, or other causes. Such changes 
are often hard to recognize and cope with, 
and will almost certainly defeat the individ- 
ual who tries to manage his investments 
single-handed—especially if he tries it in 
spare moments snatched from some other 
full time job. 


Even the best organization, fully equipped, 
with facilities for investment research, will 
often be perplexed as to how these changes 
should be met, and will inevitably make mis- 
takes in trying to preserve wealth from de- 
struction. But such an organization has as 
great an advantage over the individual as 
the modern reaper has over the scythe. Per- 
sons concerned with large estates should 
avail themselves of such an organization, 
even though it cannot be expected to attain 
perfection. 


Bank of New York & Trust Company, New York, 
mx, Z. 


MEN OF PROPERTY 
MAKE THEIR WILLS 


September, 1935 


During the past month the following wills filed 
throughout the country were of national interest: 


Col. Henry-H. Rogers 
Capitalist, Utility Magnate, 
Colonel, U. S. A. 

Colonel Henry Hyddleston Rogers, who inherited the huge Standard 
Oil fortune of his father, the late H. H. Rogers, died July 25, at South- 
ampton, N. Y., at the age of 55. The Central Harfover Bank and Trust 
Company of New York was named co-executor and co-trustee under 
the terms of the will. His widow, the former Pauline Vandervoort 
Dresser, of Tulsa, Oklahoma, his daughter and grandson, inherited the 
bulk of the estate. 


Charles Bismark Ames 


Oil Company Executive-Jurist 

The will of the late Charles Bismark Ames, chairman of the board 
of the Texas Corporation at the time of his death, was filed for pro- 
bate in the County of New York, State of New York, where he had 
residea since 1928. Mr. Ames was a lawyer and judge during his Okla- 
homa career, and served as Eederal prosecutor in the last year of 
Woodrow Wilson's administration. The Security National Bank of 
Oklahoma City, now the First National Bank and Trust Company, wes 
demgnated co-executor and co-trustee of the estate in the will. 


Bowman Gray 
Tobacco Magnate 
Under the will of the late Bowman Gray, widely-known tobacco 
manufacturer and chairman of the board of R. J. Reynolds Tobacco 
Company, who recently died at sea, one-eighth of his net estate is set 
aside for charitable. religious and benevolent purposes, with Mrs. Gray 
and his two sons, Bowman Gray, jr.. and Gordon Gray, receiving the 
remainder. Major portion of the estate, estimated to exceed $10,000,000, 
consists of Reynolds Tobacco Company stocks. Under present tax laws, 
estate and inheritance taxes are tentatively estimated at $4,000,000. 
The Wachovia Bank and Trust Company and Mrs. Gray are named 
executors. 


Charles S. Brown 


Insurance Company Director and Philanthropist 
The Fulton Trust Company of New York has been appointed oo- 
executor of the estate of the late Charles Stelle Brown in accordance 
with the provisions of his will. Mr. Brown was a director of the Mutual 
Life Insurance Company, North British and Mercantile Insurance 
Company of America, Fulton Trust Company and Bond and Mortgage 
Guarantee Corporation. 


Bejamin S. Read 
President, Southern Bell Company 
The First National Bank, Atlanta, was appointed co-executor and co- 
trustee untier the will of the late Benjamin S. Read. Mr. Read was 
elected president of the Southern Bell Telephone and Telegraph Com- 
pany and the Cumberland Telephone Company in 1924. 


William Wallace Near 


Industrialist 
The Toronto General Trust Corporation, Toronto, Canada, was 
named trustee under the will of the late William Wallace Near, bank- 
er, manufacturer and utility magnate, president of the Page Hershey 
Tubes, Ltd. vice president of the Dominion Bank, director of the 
Toronto General Trusts Corporation and president of the Cohoes Roll- 
ing Mills of New York. 


John Joy Edson 


Banker and Attorney 
John Joy Edson, late chairman of the board and for 25 years presi- 
dent of the Washington Loan and Trust Company, Washington, D. C., in 
his will appointed that company sole executor of his estate. Mr. Edson 
had been treasurer of the National Geographic Society for 34 years, 
was a leading figure in capital civic life, at one time or another heading 
a score or more important federal, city and private enterprises. 


Frederick H. Gillett 


Former Speaker of the House of Representatives 
The Springfield Safe Deposit and Trust Company, Springfield, Mass., 
was designated executor of the estate and trustee of the residuary fund 
under the will of the late Frederick H. Gillett, U. S. Representative 
from 1893 to 1925, the last six years as Speaker, and later, U. S. Senator. 


Charles M. Clark 


Industrial Engineer and Utility Director 
Charles Martin Clark, former president of the Bradstreet Company, 
now Dun and Bradstreet, Inc., and director and large stockholder in 
several leading utility companies, died July 24 aboard his yacht. His 
will directed that a bank or trust company be appointed to. serve as 
executor and trustee. with his son, Charles M. Clark, jr., who selected 
Central Hanover Bank and Trust Company to act with him. 


PULITZER TRUST ACCOUNTING 


The residuary estate of the late Joseph Pulitzer, newspaper pub- 
lisher, held in trust by Central Hanover Bank and Trust Company as 
co-trustee for seventeen grandchildren, was valued at $5,585,729.39, as 
of May 31, 1934. The residuary estate is entirely apart from the Pulitzer 
“Newspaper Trust.” 
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What Form and Style of Advertising is Most Helpful 
in Trust Solicitation Work 


From Address by HARVE H. PAGE 


Second Vice-President, The Northern Trust Company, Chicago 
Before Recent Annual Convention of Financial Advertisers’ Association 


SING the character and number 
of leads secured as the criterion 
in determining the value of the 

form of advertising, we would set down 
the following sequence in the order of 
their helpfulness to us: Direct by mail; 
Radio; Newspaper. Since we use neither 
car-card nor outdoor advertising, we 
cannot consistently include them in the 
classification. 

I have sensed that putting newspaper 
advertising last is a sort of blasphemy to 
the financial advertising man, but it 
probably stands in that position because 
of the way in which we use it and the 
function we call upon it to perform. In 
using direct mail, we are shooting at a 
predetermined, fairly static and limited 
market, while our newspaper ads are di- 
rected at the masses which constitute a 
procession of constantly changing pros- 
pects, representing new classes of wealth 
and individuals with new born needs. 

The purpose of our newspaper adver- 
tising is to provide general publicity re- 
garding the trust department and its 
services. The same is largely true of our 
radio broadcasts, although the programs 
are devised to attract the older genera- 
tion who are more likely to appreciate 
formal music and fine voices. Both news- 
paper and radio advertising are, we be- 
lieve, more effective than the results 
indicated by the number of good leads 
produced, for we can never determine 
accurately how much today’s prospect 
was influenced by these mediums in the 
past. 

We have found direct mail to be the 
most effective form for us because it can 
be aimed at the particular market we 
desire to cultivate. Moreover, we can 
gear our message to fit the varying de- 
grees of estimated wealth by coding the 
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mailing list and dividing it roughly into 
classes of accumulated property. * * * 

The style of our direct mail advertis- 
ing, which we believe most helpful, con- 
sisted of a campaign of four or five 
letters dealing with various phases of the 
same subject. * * * We believe the mes- 
sage should be confined to one page and 
of not more than four or five relatively 
short paragraphs constituting appealing 
eyefuls that invite their being read. A 
request for a booklet received by mail is 
always answered with a personal letter 
of transmittal, after which the name is 
analyzed and offered to the trust repre- 
sentative for solicitation if it proves 
worthwhile. Four or five direct mail cam- 
paigns a year with letters sent at ten- 
day to three-week intervals have become 
our schedule. 

In one campaign we attempted to have 
the person sending in the request for the 
booklet qualify the extent of his property 
by indicating which of the four booklets 
prepared for estates of different sizes 
most nearly fitted his circumstances. The 
results were not nearly as effective as 
when we simply offered the booklet and 
made our own estimate as to which one 
of the booklets was most suitable. In the 
first instance we met a definite reluctance 
to provide such information and in the 
second case we were able to compliment 
some individuals with our estimate of 
their wealth. 

In presenting our radio advertising, 
the message is conveyed through the me- 
dium of the Family Banker who recounts 
the incidents of a specific estate problem 
and how it was helped or solved through 
the services of the trust department. In 
some instances current events are woven 
into the story and an analogy is drawn 
with some estate service, showing the 
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protection or advantages provided. In the 
past we have developed skits involving a 
number of characters who carry out the 
playlet, demonstrating the point to be 
made. These, however, have not proved 
more effective in producing trust leads 
than the talks by the Family Banker, and 
are much more difficult and expensive to 
present. 


Briefly, the style of our trust news- 
paper advertising has been of the long 
copy type on the theory that if you tell 
an interesting story well, the copy will 
be read through to the end. Each ad has 
been headed by an appealing piece of art 
work conforming in character to the text 
of the ad. Each ad carries a hook invit- 
ing a request for a piece of literature 
describing the service advertised. We 
have never attempted the coupon form in 
our trust advertising. All ads are pitched 
to invite inquiries from people with es- 
tates of $100,000 or more. We appreciate 
that this is a delicate gesture and must 
be handled with the utmost tact. It is a 
controversial subject in our own institu- 
tion, but thus far we have not been 
accused of going high hat and the defini- 
tion, in the ad, of the market best suited 
for our services has apparently stemmed 
many inquiries of a less desirable nature 
that used to come to us so abundantly. 


In recent years we have avoided the 
mention of ways and means of circum- 
venting specific taxes although we do re- 
fer to the economies that may be effected 
through the use of various types of 
trusts. Much of our trust advertising has 
been confined to our Northern Trust 
Estate Plan which affords those inter- 
ested an estate analysis, estimates of the 


succession taxes under the present dis-. 


position of their property and a proposal 
of an Estate Plan demonstrating the 
savings in taxes and administration ex- 
penses it affords. This type of ad has 
proved the most productive of desirable 
leads, it does not begin to tell the whole 
story and piques an individual’s interest 
in the spot where most of us live—our 
pocketbook. Since our solicitation of 
trust business is made substantially upon 
the Estate Plan basis, we have not used 
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copy dealing with a single service with 
the possible exception of Agency and 
Custodianship. 

I would rather spend the lion’s share 
of the trust department’s advertising 
appropriation in carefully prepared di- 
rect mail campaigns, supported with well 
written booklets that open the door to 
personal solicitation. This method, based 
upon our Estate Plan, has proved the 
most helpful to us. 


American Bankers Association 
Convention Nov. 11-14 
New Orleans 


An attractive program has been an- 
nounced for the annual convention of the 
American Bankers Association to be held 
November 11-14 at New Orleans. 

Prominently featured at the conven- 
tion will be discussion of effects of re- 
cent government laws and policies on 
various classes of banking institutions. 
A series of special meetings, designated 
as a Constructive Customer Relations 
Clinic and concerning current bank op- 
erating problems, will also be a feature. 
The Trust Division meeting is scheduled 
for the afternoon of Nov. 18th; State 
Bank Division, Nov. 11th; National Bank 
Division, Nov. 12th; State Secretaries 
Division, Nov. 12th. Convention head- 
quarters are at the Roosevelt Hotel. 


Trust Division Session 


For the Trust Division session, the 
program as announced is as follows: 


Address of the President: 
Leon M. Little, Vice-President, New 
England Trust Company, Boston. 


‘Trustee Ethics” 
Stroughton Bell, of the 
Massachusetts, Bar. 


Boston, 


“Federal Legislation as it Affects Trusts” 
Ronald Ransom, Executive Vice- 
President, Fulton National Bank, 
Atlanta, and Chairman, Committee 
on Federal Legislation of A.B.A. 





Uniform Presumption of Death Act 


Initial Draft of Provisions Submitted to National Conference of Commis- 
sioners on Uniform State Laws 


The first tentative draft of a Uniform 
Presumption of Death Act, presented at 
the recent national conference of Com- 
missioners on Uniform State Laws held 
at Los Angeles, is divided into two sep- 
arate acts, the first regulating the dis- 
position of the property of one who has 
disappeared and absented himself from 
his domicile for a period of years, and 
the other relating to “common disaster” 
cases. The first act covers also the issues 
of (1) claims of the beneficiary of a life 
insurance policy; (2) the validity of a 
marriage preceded by another marriage 
of the same person; and (3) claims of a 
reversioner or remainderman where the 
reversion or remainder depends upon the 
death of the prior estate holder. 

Harry P. Lawther of Dallas, Texas, in 
his report as chairman of the Committee, 
said that “a careful consideration of this 
most interesting subject has convinced 
your Committee that what is needed, and 
sorely needed, is a rule for the disposition 
of property of one who has disappeared 
and has not been heard from after dili- 
gent inquiry for a period of years; and 
upon the death of two or more persons in 
a common disaster where the title to prop- 
erty or the distribution of an estate de- 
pends upon the relative priority, in time, 
of their deaths. It is idle, indeed, in the 
opinion of your Committee, it is foolish 
to by statute lay down a rule where two 
or more persons perish in a common 
disaster and there is no evidence of sur- 
vivorship whereby it is declared that 
according to age, sex or whatnot, the one 
person survived the other. The facts are 
not only unknown, but unknowable. Like- 
wise, in the case of an unaccounted for 
disappearance with the absentee unheard 
from for a period of years. There are 
many cases where the absentee has been 
found, and the disappearance accounted 
for, long after the expiration of an arbi- 
trarily fixed statutory period for his 
death. This is very embarrassing. So what 
is needed is not a rule of evidence in an 
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effort to establish by presumption a fact 
which may not be a fact; or to ascertain 
the unknown, and the unknowable; but 
a rule regulating the disposition of prop- 
erty in cases of unaccountable absence 
for a period of years, with the absentee 
unheard from; and in cases where two 
persons perish in a common disaster 
where the title to property depends upon 
the relative priority, in point of time, of 
their death.” 

Acting with Mr. Lawther in this work 
were William F. Bruell of Redfield, South 
Dakota, as chairman of the Uniform 
Property Acts Section; George G. Bogert 
of the University of Chicago Law School, 
Chicago; L. Barrett Jones of Jackson, 
Miss.; T. M. Shackleford, Jr., of Tampa, 
Fla.; Henry Upson Sims of Birmingham, 
Ala., and Clyde L. Young of Bismark, 
N. D. 


Disappearance for a Fixed Period 


The full text of the draft of the two 
divisions of the act, as submitted by the 
Committee, follows: 


SECTION 1. Where a person having title to an 
estate, real or personal, disappears and absents him- 
self from his domicile without being heard from for 
a period of two years, upon application and proof of 
all the facts and circumstances a receiver may be 
appointed to take charge of said Estate who, upon giv- 
ing bond with surety to be fixed by the Court, in such 
sum and upon such conditions as will insure the con- 
servation of said Estate, shall take possession of and 
under direction of the Court shall administer said 
Estate in like manner as is provided by law for the 
administration of the Estates of deceased persons. 


SECTION 2. After the expiration of Five years 
from the day of the disappearance of said absentee, 
said Estate so remaining after the payment of all the 
debts due by said absentee shall be distributed among 
those persons who, had said absentee died on the day 
five years after the date of his said disappearance 
would have been entitled to the same under the laws 
of descent of this State had said absentee died intes- 
tate on said day, upon said distributees giving bond 
with surety to be approved by the Court in a sum 
equal to the value of the share received by said dis- 
tributee conditioned that he will return the same with 
interest at the rate of .. per cent per annum to said 
absentee should he appear and claim the same at any 
time before one day ten years after the date of said 
absentee’s disappearance. 


SECTION 3. (1) Upon an issue of death the mere 
fact that a person whose death is alleged has been 
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absent from his domicile for seven years, or any other 
period shall not create a presumption requiring the 
jury as a matter of law in the absence of evidence to 
the contrary to find that he is now deceased. 


(2) On such an issue the trial Court in ruling upon 
the sufficiency of the evidence of death may submit 
the issue of death to the jury upon such sufficient evi- 
dence, including the evidence of absence as may have 
been introduced in the particular case regardless of 
the period of absence, except that in every case upon 
evidence of two years absence unheard from the issue 
shall be submitted. 


(3) If in the opinion of the Trial Court, the person 
during such absence has been exposed to a specific 
peril of death, this fact shall in every case be deemed 
sufficient evidence for submission to the jury. 


(4) In any policy of life or accident insurance, or 
in the by-laws of any mutual insurance association, no 
provision concerning the evidential effect to be given 
to evidence of absence or to the other evidence of 
death in an issue of death shall be valid. 


(5) Where any such policy or by-law contains a pro- 
vision requiring a beneficiary to begin suit upon a 
claim of death within one year or other period after 
the alleged death and the fact of disappearance of the 
insured is relied upon by the beneficiary as evidence 
of the death, the action may be begun notwithstanding 
such provision in the policy or by-law at any time 
within the statutory period of limitation for actions 
on contract dating from the date of such disappear- 
ance when first known to the beneficiary; provided 
that the beneficiary shall have given written notice of 
such absence to the insurer within one year of first 
receiving knowledge of such disappearance. 


SECTION 4. (1) Wherever a party to a marriage 
has been absent from the other party, being husband 
or wife, without such other party’s consent, and with- 
out giving information as to being alive and the other 
party has used due diligence to obtain such informa- 
tion but without results and the other party has ob- 
tained no judgment of divorce the other party may 
apply to the [ ] Court for a decree declaring that 
the first party is presumed to be dead. 


(2) A decree declaring the first party to be pre- 
sumed to be dead may be entered after such evidence 
has been adduced as to satisfy the Court that such 
presumption is justified on the evidence. 


(3) After the entry of such decree, the party apply- 
ing for it may remarry and such second marriage shall 
not constitute the offense of bigamy. 


(4) The entering of such decree shall be given no 
other effect in law upon the rights or liabilities of any 
person including the parties to the marriage, whether 
respecting property or contract or inheritance or public 
law. 


(5) Whenever in any civil or criminal case an issue 
arises as to the validity or lawfulness of a marriage 
and it appears that one of the parties to the marriage 
has contracted a prior marriage which if not ended 
in the interim by divorce or by death of the other 
spouse of that marriage would render the later mar- 
riage invalid or illegal then if a period of three years 
shall have elapsed since the date of co-habitation under 
prior marriage the later marriage shall be presumed to 
have been validly contracted, unless in the opinion of 
the Court sufficient evidence is offered to prove the 
other spouse’s continuance of life or to disprove a 
divorce. 


SECTION 5. In any proceeding where an issue 
arises as to the taking effect of an estate in reversion 
or remainder or devise or bequest or inheritance and 
the time the termination of a particular person’s life 
becomes material, the person’s life shall be presumed 
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in the absence of evidence to the contrary to continue 
for a period equal to the length of expectation of his 
life, as calculated by the usual actuarial tables for his 
age at the time when he is known to have been still 
living. 

SECTION 6. This Act shall be so interpreted and 
construed as to effectuate its general purpose to make 
uniform the law of those states which enact it. 


SECTION 7. This Act may be cited as the Uniform 
Presumption of Death Act. 

SECTION 8. All laws or parts of laws which are 
inconsistent with the provisions of this Act are hereby 
repealed. 


In Case of a Common Disaster 


SECTION 1. Where in a common disaster whether 
at sea or on land or in the air two or more persons 
perish and such persons either 

(1) are so related by blood or marriage, or 

(2) are so connected as legatees or devisees un- 
der the will of another person. 

that the title to property or the distribution of an 
estate depends upon the relative priority in time of 
their deaths, and there is in the opinion of the trial 
court no sufficient evidence of the relative times of 
death to go to the jury, the property involved, both 
real and personal, shall be distributed according to the 
provisions of this Act next following: 

(a) Where the persons so perishing, whether 
related by blood or by marriage, are testate, each 
having executed a will duly and legally entitled to 
probate and such wills distributing the respective 
estates are substantially identical in those provi- 
sions dependent upon the survival of the other 
person, the estate shall be distributed according 
to such identical provisions, but omitting the 
other deceased person from the legatees or devisees 
so as to effect the testate intentions without regard 
to the relative priority of time of death of either. 

(b) Where the persons so perishing, whether 
related by blood or marriage, are testate, but the 
respective wills are substantially different in those 
provisions dependent upon the survival of the other 
person, the estate shall be distributed as follows: 

(i) according to the identical provisions for 
the property disposed of by them; and 

(ii) according to the remaining provisions 
independently for the property disposed of by 
each of the respective wills; but omitting the 
other deceased person from the legatees or 
devisees so as to effect the testate intentions 
without regard to the relative priority of time 
of death of either. 


SECTION 2. Where both the persons so perishing, 
whether related by blood or marriage, are intestate, 
the estates shall be distributed as follows: ¥ 

The estate of each person independently according 
to the laws in force for intestacy omitting the other 
deceased person in the reckoning of next of kin. 

SECTION 3. In applying the provision as to rela- 
tive time of death under Section 1, a priority in time 
shall not be deemed to be sufficiently evidenced unless 
a clear interval of time between the deaths is shown to 
have elapsed such that the person dying later had an 
opportunity to make a testate disposition of his prop- 
erty. 

SECTION 4. This Act shall be so interpreted and 
construed as to effectuate its general purpose to make 
uniform the law of those states which enact it. 

SECTION 5. This Act may be cited as the Uniform 
Presumption of Death Act. 

SECTION 6. All laws or parts of laws which are 
inconsistent with the provisions of this Act are hereby 
repealed. 





Report of Committee on Cooperation with Trust Officers 
National Council of the National Association of Life Underwriters at Des 
Moines, September 16, 1935 


HE principal matter coming be- 
[Nice this committee during the 

past year was the informal meet- 
ing with members of the corresponding 
committee of the Trust Division of the 
American Bankers Association held in 
New York City in February. The recom- 
mendations growing out of this confer- 
ence were elaborated and printed in the 
Life Association News, including a letter 
to presidents, secretaries, and national 
committeemen of all of our local associa- 
tions. 


We believe that cooperation in placing 
life insurance trusts is going on success- 
fully in a very large number of cases and 
is being conducted in a normal and co- 
operative spirit in many cities. Few 
cases of conflict or misunderstanding 
have been taken up with the committee 
or its secretary. The plan for his han- 
dling these matters in conjunction with 
Henry Sargent, representing the trust 
officers, has worked well in several deli- 
cate cases. 

Several cities are practically consider- 
ing the formation of life insurance trust 
councils, but thus far, as far as we are 
informed, they have been actually estab- 
lished only in Boston, Mass., and Ro- 
chester, N. Y. It is probable that at least 
two other trust councils will be formed 
during the coming season. 

The unexpected and sweeping tax sug- 
gestions embodied in the message of the 
President to Congress under date of June 
19, 1935, were naturally of especial inter- 
est to trust officers and life underwriters 
from that time to the date of the signa- 
ture by the President of the Revenue Act 
of 1935 on August 30. The chairman of 
this committee appeared before the Sen- 
ate Finance Committee on August 2 and 
testified at some length concerning the 
Inheritance Tax Bill which was then 
pending. At least four objectionable fea- 
tures were in that bill affecting life in- 
surance aside from the general confisca- 
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tory nature of the proposed inheritance 
tax. Fortunately, the Senate Finance 
Committee took strong ground against 
the inheritance taxes and substituted 
estate tax increases which double federal 
estate taxes on the smaller estates and 
increase them from one-tenth to one- 
quarter on the larger estates; and the 
bill as so amended and with the objec- 
tionable life insurance features elim- 
inated, was passed by both Houses and 
signed by the President. * * * 

It is the opinion of your committee 
that the Revenue Act of 1935 will em- 
phasize the importance of an adequate - 
clean-up fund for many estates which 
heretofore have considered themselves 
too small to require protection against 
federal estate taxes; that the changes in 
the gift tax laws will lead to the forma- 
tion of many trusts particularly between 
now and December 31, 1935, after which 
the new gift taxes go into effect; and 
we wish to emphasize the great advan- 
tages of life insurance and life insurance 
trusts in this connection. 

Whether the life insurance is on the 
annual premium or the single-premium 
basis, it is under present laws, rulings 
and court decisions particularly favored 
as a method of providing for inheritance 
taxes and in a very large number of 
cases where it is taken for that purpose, 
it should be properly trusteed. 


A most valuable by-product of our co- 
operation is the best use of life insurance 
in connection with inheritance taxes. 
While many life underwriters know 
about taxes and some trust officers do 
not, the general truth is that the trust 
officer is much better posted about estate 
matters, including taxes, than the under- 
writer is. To put it in another way—the 
life underwriter who is not a tax special- 
ist should consult a specialist or a trust 
officer when advising a_ policyholder 
whose estate is large; and he can consult 
the trust officer free. Therefore, the 
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greater the inheritance tax which threat- 
ens the policyholder’s estate, the more 
important becomes cooperation with 
well-informed trust officers. Many la- 
mentable cases could be cited of policy 
proceeds which have been depleted or 
misused because the agent was satisfied 
to sell a big policy but did not know 
how to make it furnish the greatest pos- 
sible amount of estate proection. * * * 
Signed: Committee on Cooperation with 

Trust Officers— 

Franklin W. Ganse, Chairman; James 

R. Campbell, Roy W. Van Buren, Em- 

met C. Peebles, Simon D. Weissman, 

S. W. Sanford, Harry T. Wright, Paul 

H. Conway, Secretary. 

This committee of the National Asso- 
ciation of Life Underwriters has been in 
existence for about twelve years. It orig- 
inally consisted of the late Edward A. 
Woods, an unrivalled chairman of every 
committee which he headed; Graham C. 
Wells and Franklin W. Ganse were the 
other two members of the original com- 
mittee and in 1927 Mr. Ganse was ap- 
pointed chairman and has been reap- 
pointed each year down to the present 
time. His reappointment for 1935-36 
having just been made by President Les- 
ter O. Schriver. 

In presenting his report, Mr. Ganse 
made the following comments concerning 
the general situation of the life insur- 
ance trust cooperative movement. 

Occasional matters of friction between 
underwriters and trust officers have been 
very successfully dealt with under the 
plan agreed upon at the meeting with 
members of the two committees held in 
New York City at the time of the last 
Midwinter Trust Conference. Paul H. 
Conway, secretary of the Life Under- 
writer’s Committee, and Henry E. Sar- 
gent, secretary of the Trust Division of 
The American Bankers Association, have 
worked together so well in straightening 
out several matters of this sort that the 
joint committees seem to have found a 
good plan for harmonizing such differ- 
ences as, while not of a fundamental 
character, nevertheless may prove irri- 
tating and harmful to business in the 
particular field where they occur. Most 
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of these differences arise because of mis- 
understanding and, in several cases, the 
mere statement of the real facts was 
sufficient to satisfy everyone concerned. 

The Boston Life Insurance Trust 
Council is entering upon its sixth year, 
having elected as president, Mr. Basil S. 
Collins, assistant vice-president of the 


. Old Colony Trust Company of Boston, 


who has been very active in this work 
for several years past. Mr. Collins was 
present at the meeting of the Under- 
writers National Council in Des Moines 
and was presented to the meeting by 
Mr. Ganse. He was, as stated in the re- 
port, in Des Moines to attend the con- 
ferment of the C.L.U. designation upon 
a large number of successful candidates, 
among whom he was the first trust officer 
in the country to receive the designation. 
Two life underwriters and two trust 
officers have preceded Mr. Collins as 
president of the Boston Council and it 
is safe to say that it enters its sixth 
year with better feeling between the dif- 
ferent groups and a better outlook gen- 
erally than in any of the past years. Its 
first dinner meeting of this year had an 
attendance of 150. 4 

Mr. Ganse believes that the country is 
greatly indebted to Senator Pat Harri- 
son of the Finance Committee of the 
Senate and his fellow confreres who 
stood up so strongly against the desire 
of the President and of the House of 
Representatives, for a confiscatory in- 
heritance tax, that the latter was de- 
feated and the much better and more 
workable amendments to the Federal Es- 
tate Tax were substituted therefor. The 
treatment of life insurance in the bill 
as passed by the House was one of its 
worst features. If the inheritance tax 
had become a law, it would have been 
difficult, to say the least, to enforce it 
justly in connection with the estate tax 
already in full operation for many years. 

The Committee on Cooperation of the 
Life Underwriters believes that when the 
country understands how much heavier 
the estate taxes have been made by the 
Revenue Act of 1935 on estates of mod- 
erate size, there will be a much greater 
demand for life insurance trusts and for 
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gifts in trust of general assets, and that 
the trust companies will be offered many 
more trusts. Whether methods can be 
devised under which these smaller trusts 
can be handled to advantage remains to 
be seen, but it seems likely that the 
present scale of estate and gift taxes 
will prevail for years to come; that the 
tendency will increase to break up the 
large estates by gifts during life; and 
that the relatively high taxation as com- 
pared with the past of small and mod- 
erate-sized estates will lead them to 
create trusts much more generally than 
they have in the past. 

In this connection, the possibilities of 
pools in which smaller trusts can be 
invested will probably receive more at- 
tention than in the past, and it also 
seems probable that the trust companies 
will find a way to handle smaller trusts 
than have been considered profitable 
heretofore. 


Smaller estates, say $100,000 or less, 
have not felt the need of considering 
Federal Estate Taxes, but all such es- 
tates will now have to pay taxes of sev- 


eral times the amounts called for in the 
past and thus the field for inheritance 
tax life insurance and life insurance 
trusts will be very widely extended. This 
must be considered by those who are 
interested in cooperation between life 
underwriters and trust officers, and plans 
must be devised for handling this large 
volume of business in the best possible 
way: 

In the larger estates, gifts, many of 
them in trust, are being made in great 
numbers and this will undoubtedly con- 
tinue right up to December 31, after 
which the new gift tax rates become 
effective. 

The new Committee on Cooperation 
with Trust Officers has just been ap- 
pointed as follows: 


Franklin W. Ganse, John Hancock, 
Boston—Chairman. 

John M. Ehle, Imperial Life, Ashe- 
ville. 

Eugene B. Fisher, National of Ver- 
mont, Cleveland. 

Andrew H. Krug, Massachusetts Mu- 
tual, Baltimore. 
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A. W. Larkum, Phoenix Mutual, Hart- 
ford. 

Donald Machum, Manufacturers Life, 
Detroit. 

Edwin A. Murphy, 
Rochester, N. Y. 

Emmett C. Peebles, Northwestern Mu- 
tual, Cincinnati. 

James L. Rainey, Guardian, Indian- 
apolis. 

James L. Taylor, Connecticut Mutual, 
Oakland. 

Harry T. Wright, Equitable Society, 
Chicago. . 

Paul H. Conway, Massachusetts Mu- 
tual, Albany, Secretary. 


John Hancock, 


In Memorium 
The banking and trust fraternity has lost 
three of its able senior officers during the , 
past month. 


John Joseph Nelligan, chairman of the 
board of directors of the Safe Deposit & 
Trust Company, Baltimore, died recently 
at his home in Baltimore. He had been in 
failing health for some time. Mr. Nelligan 
began his career as an office boy for a brick 
manufacturer, and later entered banking, 
becoming executive head of one of the old- 
est and strongest trust institutions in the 
country. 


Frank B. Anderson, chairman of the 
board of the Bank of California N. A., died 
at his home in San Francisco at the age 
of 72. 

Mr. Anderson was born in Macon, 
Georgia, and at the age of 17 went to New 
York, where he began his banking career 
with the American Exchange National 
Bank. He was called to San Francisco by 
the Bank of California N. A. in 1902, where 
he has remained since that time. 


Frank B. Johnson, president of The First 
National Bank and Trust Company, Okla- 
homa City, died October 5th at the age of 
63. 

Mr. Johnson organized the Oklahoma 
City Savings Bank in 1901, serving as its 
president untill its merger with the Ameri- 
can National Bank, of which he was later 
president. The American National Bank 
was later merged with the First National 
Bank and The Security National Bank to 
form the present First National Bank and 
Trust Company. 





Wills Recently Probated 


General W. W. Atterbury 


Railroad President 

The Fidelity Philadelphia Trust Com- 
pany, Philadelphia, was named co-execu- 
tor and trustee in the will of the late 
William Wallace Atterbury. 

Brig. Gen. William Wallace Atter- 
bury, president of the Pennsylvania Rail- 
road until his retirement in April, 1935, 
started his railroad career as a laborer 
in 1886. He advanced from a five-cents- 
an-hour-job to the presidency of one of 
the largest railroads in the world in 
thirty-nine years. 

During the World War he served as 
Director General of the A. E. F. trans- 
portation in France, appointed to that 
post by President Wilson in answer to 
General Pershing’s request for “the best 
railroad man in the United States.” 


Charles Norris 
Chief Medical Examiner of New York City 

Dr. Charles Norris, Chief Medical Ex- 
aminer of the City of New York for the 
past seventeen years, in his will appoint- 
ed the Empire Trust Company of New 
York City as co-executor and co-trustee 
of his estate. He created a $250,000 trust 
for the benefit of his wife, with his 
wife’s niece as remainderman. 

Dr. Norris did not have to depend 
entirely on his profession for a liveli- 
hood, but served the city in the line of 
civic duty, gaining the reputation of 
being immune to political influence and 
a man of impeccable integrity. In De- 
cember, 1934, Dr. Norris received the 
coveted gold medal of the New York 
Academy of Medicine, only two others 
having previously held this award. He 
made exhaustive studies into criminology 
as applied to his profession, and was 
noted for solving some of the most 
baffling cases in New York medical his- 
tory. 

Alexis Z. Mdivani 
Georgian Prince 

Petition for probate of the will of 

Prince Alexis Z. Mdivani, former royal 


prince of Russia and_ international 
sportsman, has been filed in New York 
City. The estate included two trust funds 
of which he was beneficiary. City Bank 
Farmers Trust Company was co-trustee 
of one fund, and Chase National Bank 
co-trustee of the other. Countess Barbara 
Hutton Haugwitz-Reventlow, former 
wife of the Prince, who receives one- 
fifth of the residuary estate, requested 
City Bank Farmers Trust Company to 
petition for appointment as executor, the 
executor named in the will having pre- 
deceased the Prince. The remaining four- 
fifths of the residue was bequeathed to 
brothers and sisters. 


Charles J. Vopicka 
Diplomat and Manufacturer 


Under the will of the late Charles J. 
Vopicka, former United States Minister 
to Rumania, Serbia and Bulgaria, the 
Chicago Title & Trust Company of Chi- 
cago was named executor and trustee of 
his estate. 

He served in the Balkans during the 
World War and was, for a time, neutral 
diplomatic representative of the United 
States, England, Italy, Germany, Russia, 
Serbia, Rumania and Turkey. 

In 1881 Mr. Vopicka came to Chicago 
and organized a banking and real estate 
business, later founding the Atlas Brew- 
ing Company, of which he was chairman 
of the board at the time of his death. 


William B. Schiller 
Industrialist 

The Union Trust Company of Pitts- 
burgh, Pennsylvania, was designated as 
co-guardian and co-trustee under the 
will of the late William B. Schiller. 

Mr. Schiller, former president of the 
National Tube Company, was a pioneer 
in the development of the Pittsburgh 
district great coal and steel industries. 
He was a director of the Union Trust 
Company and the Mellon National Bank 
of Pittsburgh, Bell Telephone Company 
of Pennsylvania, and the National Union 
Fire Insurance Company. 
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Dr. Sylvanus Albert Reed 

Inventor, Insurance Executive 
Dr. Sylvanus Albert Reed named the 
Corn Exchange Bank and Trust Com- 
pany, New York City, as co-executor, 
with his sister and brother, of his estate. 
He was the inventor of the Reed metal 
airplane propeller, for which he received 
the Collier Trophy in 1925 from the Na- 
tional Aeronautical Association. In 1895 
Dr. Reed founded the Fire Insurance 
Tariff Association. He has served in 
executive capacity for the National 
Board of Fire Underwriters, Fire Insur- 
ance Tariff, and the Suburban Fire In- 

surance Exchange, all of New York. 


Giovanni P. Morosini 
Retired Banker 

The Central Hanover Bank & Trust 
Company, New York City, was named 
sole executor and trustee under the terms 
of the will of the late Giovanni P. Moro- 

sini, former Wall Street banker. 
Mr. Morosini left his entire estate to 
his widow, also the residuary of a trust 


The late Percy A. Rockefeller left life 
insurance totaling $3,124,773, according 
to the National Underwriter, the largest 
amount left by any one during the year 
1934, 


Lord Woolavington, Scotch distiller, 
left an estate valued at £7,150,000 (ap- 
proximately $35,000,000). He had previ- 
ously created a trust fund for the bene- 
fit of his two grand-nieces. 


Disbursements of $16,264 from sixteen 
philanthropic funds of The New York 
Community Trust during the third quar- 
ter of 1935 have raised the Trust’s total 
appropriation for the first nine months 
of the year to $101,443. 

The largest appropriation of the third 
quarter was a grant of $5,058 to the 
Visiting Nurse Service but the principal 
beneficiary for the year to date is the 
Salvation Army. to which $25,655 has 
been allocated. The Nursing Service is 
second for the year, with $22,390, fol- 
lowed by the Hebrew University in 


created for him by his sister. He gave 
the bank wide investment powers and 
also specified that his executors and trus- 
tees should determine what is income and 
what is principal of his estate. Mr. 
Morosini’s father was a former partrier 
of Jay Gould. He leaves only one surviv- 
ing child. 


Edwin Thorne 
Insurance and Corporation Director 

By appointment of the will of the late 
Edwin Thorne, the Central Hanover 
Bank and Trust Company was named 
sole executor and trustee of his estate. 

Mr. Thorne, an ardent sportsman, was 
a director of the Granby Copper Com- 
pany, Federal Terra Cotta Company, 
Central Hanover Bank and Trust Com- 
pany and was trustee of the Mutual Life 
Insurance Company and the New York 
Zoological Society and a vice-president 
of the New York Society for the Pre- 
vention of Cruelty to Children. At one 
time he was a trustee of the Bank of 
America. 


Palestine, with $16,196, and the United 
Hospital Fund, with $7,696. The Charity 
Organization Society and the New York 
Association for Improving the Condition 
of the Poor received $5,131 each. 


Charles Chaplin, film comedian, was 
sustained in his contentions by the Ap- 
pellate Court of California to direct the 
investments of a $200,000 trust he cre-. 
ated for his two children. His former 
wife, Lita Grey Chaplin, contended Mr. 
Chaplin did not have the right to direct 
the trustee in the investment. 

A petition and answer by the respec- 
tive parties was filed in the divorce case 
before the superior court praying for 
interpretation of the property settlement 
agreement between the parties. The su- 
perior court held against Mr. Chaplin, 
an appeal was taken and the decision 
was reversed in Mr. Chaplin’s favor. 
The Citizens National Trust & Savings 
Bank of Los Angeles, trustee of the 
fund, was not a party to the action. 





Personnel Changes in Trust Institutions 


Alabama 


Birmingham—Walter W. Kennedy has 
been appointed trust officer of the First 
National Bank, succeeding Henry C. Meader 
who recently resigned. Mr. Kennedy has 
for the past six years been assistant trust 
officer of the bank, prior to which time he 
was a practicing attorney in Birmingham. 

Tuscaloosa—Frank M. Moody, president 
of the First National Bank, has announced 
the election of Gordon D. Palmer, formerly 
vice-president and trust officer of the City 
National Bank, as executive vice-president 
of the First National. Mr. Moody, a grad- 
uate of the University of Alabama, is presi- 
dent of the Alabama National Bank divi- 
sion of the American Bankers Association, 
and a member of the legislative committee 
of the Alabama Bankers Association. 


California 


Los Angeles—J. E. Hatch has been ap- 
pointed to an executive post in the main 
office of the Security First National Bank. 
C. C. Jameson and John F. Prahl of the 
Long Beach unit have been promoted to 
vice-presidents and P. Schumacher has been 
appointed assistant manager. Other new 
officers of the bank are: H. Gallagher, man- 
ager of the Hanford Branch; C. T. Regan, 
promoted to Mr. Gallagher’s former post as 
Dinuba manager; A. H. Wilson, manager 
of the Ninth & San Pedro Branch, Los 
Angeles, will become manager at Forty- 
seventh and Broadway. 


Illinois 


Oak Park—Clarence R. Preiss and Wil- 
liam H. Ellet, Jr., have been elected assist- 
ant trust officers of the Oak Park Trust & 
Savings Bank. 


Indiana 


Indianapolis—At a recent meeting of 
directors of the Security Trust Company of 
Indianapolis, Hugh V. Brady, treasurer of 
the company, was elected a member of the 
board. 

At the same meeting Reily G. Adams was 
elected secretary of the company and G. 
Schuyler Blue, assistant treasurer. 


Michigan 
Coldwater—Norman G. Kohl, formerly 


cashier, has been chosen president of the 
Southern Michigan National Bank at Cold- 


water, and Howard K. Snyder, formerly 
cashier of the Branch County Savings 
Bank at Coldwater, has been named vice- 
president and trust officer. Howard E. Lees 
was appointed cashier. Elmer E. Palmer 
has been appointed legal counsel for the 
bank. 
New York 


New York—William J. Cehlin has been 
appointed an assistant vice-president of 
the Trust Company of North America. Mr. 
Cehlin was formerly an assistant secretary 
of the Irving Trust Company. 

New York—B. Lee Mallory, Jr., of the 
New York Trust Company, has been ap- 
pointed assistant to Holt F. Callaway, 
assistant treasurer. He became connected 
with the New York Trust Company in 
1928, serving in both the banking and trust 
departments. 

Baldwinsville—Fred D. Robinson, for- 
merly vice-president of the First National 
Bank and Trust Company, has been elected 
president to succeed the late Windsor Mor- 
ris. Mr. Robinson has been a director of 
the bank since 1918 and a vice-president 
since 1920. Robert H. Orvis will succeed 
Mr. Robinson as vice-president. 

New York—James F. Draper has been 
appointed assistant vice-president in charge 
of correspondent bank relations for the 
Continental Bank and Trust Company. 

Ticonderoga—The Reverend Cyril F. 
Stevens, rector of St. Mary’s Catholic 
Church, has been named president of the 
Ticonderoga National Bank, to succeed Roy 
Lockwood, attorney, who retired because of 
ill health. He has been a bank director for 
several years. Reverend Stevens will only 
serve the unexpired term of Mr. Lockwood. 

New York—Theron W. Locke formerly 
chief statistician of the trust department 
of the Manufacturers Trust Company, has 
accepted a position with Cranbery, Stafford 
and Company. He will be in charge of their 
analytical department. 


Ohio 

Cleveland—The Central United National 
Bank has appointed Alfred M. Corcoran as 
vice-president in charge of their trust de- 
partment, to succeed the late Elman S. Han- 
son. Mr. Corcoran, previously a vice-presi- 
dent, has been connected with the institu- 
tion for the past thirty-seven years. 
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He has been very active in Cleveland 
banking and in 1913 was assigned to im- 
portant research study leading to the Fed- 
eral Reserve Board’s decision to establish 
the Federal Reserve Bank for the fourth 
district in that city. 


Pennsylvania 


Altoona—John H. Dillen was elected vice- 
president and treasurer of the Altoona 
Trust Company. He succeeds the late Sam- 
uel Wilson. Mr. Dillen was formerly secre- 
tary-treasurer and trust officer. 

Other promotions were: W. W. Martin, 
assistant trust officer, became trust officer; 
J. H. Irvine, assistant treasurer, was elect- 
ed secretary and assistant treasurer; J. L. 
Tate, assistant treasurer, was promoted to 
assistant secretary-treasurer. 

Beaver—At a recent meeting of the 
board of directors of the Fort McIntosh 
National Bank, T. J. Anderson, formerly 
vice-president, was elected president of the 
institution. David K. Cooper was elected 
vice-president to fill the vacancy left by 
Mr. Anderson. 

Greenville—F. A. Keck was elected pres- 
ident of the First National Bank by a 
recent meeting of the board of directors. 
N. P. Mortensen was elected trust officer 
and will continue also in the capacity of 
cashier. F. D. Stout, chairman of the board, 
was elected vice-president, continuing as 
chairman of the board. 


Texas 


Dallas—W. Raymond Goode has been 
elected assistant trust officer of the First 
National Bank. He has been with the in- 
stitution since 1929, when the City Na- 
tional Bank and the American Exchange 
National Bank merged. 


West Virginia 
Charleston—J. E. McDavid, formerly 
executive vice-president of the National 
Bank of Commerce, has been named presi- 
dent of the bank. He succeeds the late Hugh 
E. Bek. W. L. Motley, manager of the 
Charleston Clearing House for the past six 

years, was elected cashier. 


Wisconsin 


Fond du Lac—John P. Kalt, formerly 
executive vice-president of the National 
Exchange Bank of Fond du Lac, has been 
elected president of the institution to suc- 
ceed William Mauthe, who has resigned 
Mr. Kalt has served as executive officer of 
the institution since its organization. 
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Whitewater—H. G. Anderson, formerly 
vice-president and cashier, has been elected 
president of the First Citizens State Bank. 
R. G. O’Connor, formerly assistant cashier, 
has been elected cashier. George M. Ferris 
has been elected a director. 


Trust Institution Briefs 


San Diego, Calif.—Resignation of Lane 
D. Webber as vice-president and trust offi- 
cer of the First National Trust & Savings 
Bank will be regretted by his many friends 
throughout the country as a distinct loss 
to the trust fraternity. After thirteen years’ 
association with the bank, Mr. Webber left 
this month to assume his new duties as tax 
counsel of the Southern California Edison 
Company in Los Angeles, continuing as a 
director of the bank. Mr. Webber was a 
practicing attorney before entering bank- 
ing and trust work, and in the ensuing 
years gained a wide reputation as a leader 
in trust affairs. 

San Francisco, Calif.—The Bank of 
America N. T. & S. A. has established two 
new branches. One in San Juan Capistrano 
and the other at Hamilton Field. 

Chicago, Ill.—The Comptroller of the 
Currency has granted a charter for a new 
national bank in Chicago, which will be 
known as the Madison Crawford National 
Bank, organized by the Garfield Park Busi- 
ness Men’s Association. 

Sparta, Ken.—The Kentucky State Bank- 
ing Department has approved the merger 
of the Sanders Deposit Bank of Sanders 
and the Sparta State Bank of Sparta, the 
resulting institution to be known as the 
Sparta-Sanders State Bank. 

Baltimore, Md.—Warren F. Sterling has 
been appointed Bank Commissioner of the 
State of Maryland by Governor Harry W. 
Nice. Mr. Sterling has been president of 
the Bank of Crisfield and a former presi- 
dent of the Maryland Bankers Association, 
with forty years’ experience in the banking 
business. 

Boston, Mass.—The First National Bank 
called a meeting of stockholders recently to 
vote on reducing the par value of the stock 
from $20 to $12.50 per share and trans- 
ferring $16,687,500 to surplus, in line with 
provisions of the new Banking Act. 

Battle Creek, Mich.—The City National 
Bank and Trust Company has been author- 
ized to open a branch in the village of 
Nashville, Michigan. 
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Grand Rapids, Mich.— Governor Frank 
Fitzgerald has appointed James R. Lowe as 
a member of the commission to recodify the 
banking laws of Michigan. Others on the 
committee include: James M. Schackleton, 
W. B. Cudlip of Detroit and Edward W. 
Fehling, State Senator from St. Johns. Mr. 
Lowe was formerly associated with the 
Bankers Trust Company of New York. 

St. Louis, Mo.—Miss Opal Sweazea has 
been elected president of the Woman’s Ad- 
vertising Club. Miss Sweazea is advertising 
manager of the Mississippi Valley Trust 
Company. 

New Brunswick, N. J—Harry W. Edgar, 
former secretary of the New Brunswick 
Trust Company, has been appointed man- 
ager of the division of conservation of the 
New Jersey State Banking Department, it 
is announced by Bank Commissioner Carl 
K. Withers. Mr. Edgar was at one time 
associated with the Guaranty Trust Com- 
pany in New York City. 

Plainfield, N. J—The State Trust Com- 
pany recently celebrated its silver anni- 
versary, commemorating the event with the 
issue of an historical “silver” booklet. 


Mount Vernon, N. Y.—The First Na- 
tional Bank has opened a branch in Pelham, 
N. Y., giving that village banking facilities 
for the first time since the closing of the 
Pelham National Bank two years ago. 


New York, N. Y.—The Lawyers County 
Trust Company has been authorized to open 
a branch office at 185 Montague Street, 
Brooklyn, conditioned upon the closing of 
the branch at 44 Court Street, Brooklyn. 

Reno, Nev.—The First National Bank of 
Reno has opened a branch at Sparks. 


Greensboro, N. C.—W. L. Burns, presi- 
dent of the Guilford National Bank, an- 
nounces the purchase by himself and 
Greensboro associates of the controlling 
interest of the Guilford National Bank from 
the liquidating Board of the United Bank 
& Trust Company of Greensboro. 

Raleigh, N. C.—State Bank Commissioner 
G. P. Hood has announced that Durham 
Loan & Trust Company has opened a 
branch bank at Cooleemee. The Bank of 
Cooleemee has entered voluntary liquida- 
tion and the Durham Loan & Trust has 
assumed all of its liabilities. 


Middletown, O.—The state and national 
bank supervisors have approced the pro- 
posed merger of the First and Merchants 
National Bank and the American Trust & 
Savings Bank. Plans for approval of the 
merger were mailed to the stockholders of 


the two institutions recently; the proposed 
institution to be called the First-American 
Bank and Trust Company. 


Ontario, Ore.—The United States Na- 
tional Bank, Portland, absorbed the Ontario 
National Bank, which went into voluntary 
liquidation. 

Portland, Ore.——Mark Skinner, recently 
connected with the F. H. A. and executive 
vice-president of the Northwestern Na- 
tional Bank, has been appointed Superin- 
tendent of Banks by Governor Martin. He 
replaces A. A. Schramm. 

Portland, Ore.—The First National Bank 
has purchased the First National Bank of 
Tillamook, and opened it as its twenty-third 
branch. 

Harrisburg, Pa.—The Dauphin Deposit 
Trust Company has entered its second cen- 
tury of business after recent celebration of 
the institution’s one hundredth anniversary. 
The bank is still located on the same site 
where it started business in 1835. 

Pittsburgh, Pa.—The Union Trust Com- 
pany has accepted a proposal to assume 
liabilities and deposits of the City Deposit 
Bank and Trust Company. It is the inten- 
tion of the Union Trust Company to open 
a branch in the present quarters of the 
City Deposit Bank and Trust Company’s 
building. The City Deposit Bank and Trust 
Company will also wind up the affairs of 
its trust department. 

Washington, Pa.—The Citizens National 
Bank observed its fiftieth anniversary re- 
cently by holding open house to thousands 
of visitors. The trust department of the 
institution has increased $8,105,305 in the 
past fifteen years. 


Wilkes-Barre, Pa.—A charter has been 
granted the Hanover National Bank to 
operate a banking business. The new bank 
will have a capital stock of $450,000. 


Gatesville, Texas—Irvin McCreary has 
been appointed Banking Commissioner of 
Texas by Governor Allred. 

Yakima, Wash.—The Yakima First Na- 
tional Bank is now being operated as a 
branch of the National Bank of Commerce, 
Seattle, as a result of its purchase by the 
Marine Bancorporation, of Seattle. The Ya- 
kima bank has deposits of $9,400,000. 


Huntington, W. Va.—The Commerce Na- 
tional Bank will soon open for business, 
according to announcement by O. T. Frick, 
chairman of the organization committee for 
the bank. The institution will be the third 
bank in the town and will have a capital 
of $200,000. 





Uniform Estates Act 


Application to Identical Estates in both Real and Personal Property 
Suggested in Fifth Tentative Draft 


UMEROUS changes have been 
| \ made in the proposed Uniform 
Estates Act and further consid- 
eration of the measure has been recom- 
mended by the committee headed by 
Henry Upson Sims of Birmingham, Ala. 
The draft submitted at the recent Na- 
tional Conference of Commissioners on 
Uniform State Laws was designated as 
the fifth, but it was written three times 
after the fourth tentative draft appeared 
in the Handbook for 1934.That draft was 
rewritten in Milwaukee and submitted 
with many changes in mimeograph form, 
and it was the mimeograph form which 
was discussed at the Conference at Mil- 
waukee a year ago. 

“All of the defects noted in the dis- 
cussion at Milwaukee have been cor- 
rected,” Mr. Sims said in his recent re- 
port, “and in addition many other 
changes have been made. But the greatest 
change made in the Act has been made by 
adopting Commissioner Gavit’s concep- 
tion that if we are proceeding to clarify 
confused notions about real property law 
by means of an Act, the Act should apply 
to personal property as well, and should 
follow the modern idea that the laws ap- 
plicable to real and personal property 
should be made identical as far as prac- 
ticable. The Courts have grown into using 
the same language with reference to both 
types of property, and the statutes should 
eliminate all distinctions between them 
which are not absolutely unremovable. 
The Committee has concluded that Com- 
missioner Gavit was right; and so this 
draft of the Estates Act defines and in- 
cludes in its scope interests in personal 
property as well as estates in land. * * * 
While the Committee has stopped all the 
holes which have shown up in making 
the extension, they believe that the Act 
should probably receive further correc- 
tion, in the light of another general dis- 
cussion by the Conference before being 
voted upon as a whole. 
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“The Act as now presented is designed, 
first, to describe the types of interests in 
both real and personal property which 
should be recognized as estates under 
modern American law, and to eliminate 
any other forms of interest which may be 
created or conveyed; secondly, to define 
the terms used in creating those estates, 
so that their characteristics may be eas- 
ily recognized; thirdly, to simplify all 
those estates by cutting off anachronisms 
from them; fourthly, to provide that they 
shall all be transferable; and fifthly, to 
provide how long they shall endure. 

“It may be properly said that the Uni- 
form Estates Act is essentially a codifica- 
tion of the old law with material modifica- 
tions. Your Committee believes that such 
a plan for reforming the law of property 
is the proper one; and as was stated on 
submission of the first tentative draft of 
the Estates Act five years ago, it is still 
the opinion of the Committee that such a 
plan for reform of real property law 
especially can be most effective by the 
presentation of recommended changes in 
groups; that is by covering divisions or 
sections of the subject, rather than by 
proposing dozens of separate remedial 
laws to be considered one by one.” 

The latest revision of the proposed act 
follows: 


SECTION 1. Meaning of Estate-—An estate 
is an interest in land or personal property 
which is or may become corporeally pos- 
sessed or capable of present enjoyment. It 
may be either a legal estate or an equitable 
estate. It may include all the interests in the 
property in regard to which it exists, or 
fewer than all the interests. It may include 
only the interests in the minerals contained 
in land, or one or more of such interests or 
such minerals; or it may include interests 
in regard to the surface of land only, or the 
space above the surface. But incorporeal 
hereditaments other than rents, except as 
appurtenant to land in which estates have 
been created, are not affected by this Act. 
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This Section follows the view of estates given in the 
Restatement of Property by the American Law Insti- 
tute. See Tentative Draft 1, Sec. 14. See also Coke 
upon Littleton, 345a, 2 Blackstone Com. 103. It ex- 
cludes incorporeal hereditaments except rents, because 
they are appurtenances to land, and therefore merely 
follow estates. Compare Tiffany on Real Property, 
2nd Ed. Sec. 382. 


SECTION 2. Kinds of Estates Allowable 
After This Act.—The only estates which are 
capable of being created or conveyed or of 
arising by operation of law in this State, 
are, 

A fee-simple estate in land, 

An absolute estate in personal property, 

A life estate in land or personal property, 

An estate for a fixed period in land or 
personal property, 

An estate at will in land or personal 

property. 
And these may be presently possessory, 
hereinafter called present estates, or ex- 
pectantly possessory, hereinafter called 
future estates, being estates in reversion or 
in remainder or executory interests, either 
certain to come into possession or defeasible 
or dependent upon contingency. And any of 
those estates except an estate at will may 
be qualified as hereinafter described. 

This Section has been materially changed by the 
inclusion of personal property. 

SECTION 3. Present Estates Include Right 
of Immediate Possession.—A present estate 
entitles the owner to the immediate posses- 
sion of the property as to which the estate 
exists, unless the possession is held by an 
owner of an estate for years or at will hold- 
ing under the owner of a larger estate in 
land, in which case the owner of the larger 
estate also has a present estate for the pur- 
pose of partition proceedings against others 
than the owner of the estate for years or at 
will, and the assertion of such other rights 
incident to the estate as depend upon the 
larger estate being a present state. 


SECTION 4. Estates may be Several or 
Joint.—An estate may exist, or be created 
in one person or in joint ownership in two 
or more persons; but except when the joint 
owners are co-trustees [or partners] or 
where the intent to create a joint tenancy 
or a tenancy by entireties and not a ten- 
ancy in common is expressed in the creat- 
ing instrument, joint ownership shall have 
the constituent characteristics of tenancy in 
common. 


SECTION 5. Measure and Duration of a 
Fee-Simple Estate in Land.—A fee-simple 
estate in land shall endure so long as there 
is an heir of a person who dies intestate 
owning it, which heir or heirs, if more than 
one, ascertained under the laws of this 
State regulating descent shall inherit it un- 
less the person owning it at his death had 
conveyed it by an effective will or other 
instrument; and when there is no heir of a 
person dying intestate owning land, the 
decedent’s ownership passes to this State. 
But a fee-simple estate may be qualified, 
as hereinafter described. 

This Section has been lengthened for clarity. 


SECTION 6. Meaning of an Absolute Estate 
in Personal Property.—An absolute estate 
in personal property shall endure as long 
as the property with regard to which it 
exists, shall remain unconsumed, or uncon- 
verted into some other property, passing on 
the death of the person who dies intestate 
owning it, to the person designated by the 
laws of this State regulating descent, unless 
the person owning it at his death had con- 
veyed it by an effective will or on other 
mode of conveyance; and when there is no 
person so designated, the decedent’s owner- 
ship passes to this State. But a person own- 
ing an absolute estate in personal property 
may create a qualified estate in it as here- 
inafter described. 


This Section is ‘new, having been drawn to cover 
personal property, as the complete ownership of per- 
sonal property could not be well termed a fee-simple. 


SECTION 7. Words of Inheritance Not 
Necessary to Convey a Fee-Simple: Intent 
to do so Presumed.—No special words are 
necessary to create a fee-simple estate in 
land. Unless the creating instrument reveals 
an intent to create an estate less than a fee- 
simple, a grant or devise of land shall be 
construed to have been intended to convey 
a fee-simple. 


This was formerly Section 24. It should follow the 
description of a fee-simple. For the general law, See 
Tentative Draft 1 of the Restatement of Property by 
the American Law Institute, Sections 48 and 49, cita- 
tions and notes thereto. 
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SECTION 8. Estate-Tail [Fee-Simple Con- 
ditional] Abolished.—An estate cannot be 
created to descend on intestate succession 
to only lineal descendants of the first taker; 
and any interest so limited shall be con- 
strued to be a fee-simple if it relates to 
land, or an absolute estate if it relates to 
personal property. 

See Property Restatement Tentative Draft 1, Chap- 
ter 4, p. 113; and Tentative Draft 2, Sec. 143. 

SECTION 9. Measure and Duration of a 
Life Estate.—A life estate may be created 
to endure for the life of any donee, grantee 
or devisee, or for the joint lives of any 
donees, grantees, or devisees, with or with- 
out adding the duration of the life time of 
the survivors and the last survivor; and it 
may be created to endure for the life or 
lives of any identified persons not donees, 
grantees, or devisees. A life estate may be 
qualified as hereinafter described, but a life 
estate cannot be created to terminate at a 
fixed or computable time, or on the mere 
will of the creator. 


SECTION 10. Measure and Duration of an 
Estate for a Fixed Time.—An estate may 
be created to endure for any definite period 
of time not exceeding one hundred years. It 
may be coupled with a power in the lessee 
or the lessee’s personal representative or 
assigns to require a renewal of the lease on 
stated terms. If a lessee, with or without 
such a power of renewal, shall remain in 
possession of the property leased after the 
end of the lease, without effecting a re- 
newal, the lessor, or his heirs if the prop- 
erty be land, or his personal representative 
holding during administration after death 
of the lessor, or the lessor’s successors, or 
assigns, have the privilege of declaring the 
lease renewed by his or their election as a 
lease from year to year, or from period to 
period, if the period of the lease was less 
than a year. The personal representative, 
distributee, or successor of personal prop- 
erty leased has a similar privilege. An 
estate for years may be qualified, as herein- 
after described. 


SECTION 11. Measure and Duration of an 
Estate at Will—An estate may be created 
to endure during the mere will of the 
creator, or of his heirs, successors, or 
assigns, and at the mere will of the lessee 
or his personal representatives, successors, 
or assigns, both the lessor and the lessee 
having the privilege of termination through- 
out the lease. But when the property leased 
is land, the privilege of termination can be 
exercised only after [five (5) days] notice 
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of an intention to terminate has been given 
by the party terminating to the other 
parties to the lease, computed from the day 
after the date notice is served, and rent if 
any shall be apportionable to the date of 
termination. 


SECTION 12. How Estates May be Quali- 
fied——An estate in land or personal prop- 
erty whether present or future, and whether 
in fee-simple or absolute or for life or lives 
or for years, may be qualified by a special 
limitation or possibility of reverter, making 
the estate determinable on some named 
event which may happen before the estate 
by its nature would otherwise terminate; or 
it may be qualified by an executory limita- 
tion, which will bring into effect another 
estate provided for in the creating instru- 
ment, on the happening of some named 
event; or it may be qualified by a condition 
subsequent coupled with a power of termin- 
ation on the happening of the event, re- 
served to the creator, his heirs or dis- 
tributees if personal property, or assigns; 
or if the estate is an estate in trust, lawful 
under this Act, it may be qualified by a 
power of revocation in the creator person- 
ally, or by a power of substitution in the 
creator or any other designated person or 
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persons, empowering him or them to change 
the beneficiaries or the terms of the trust. 


See Tiffany, Real Property, 2nd Edition, pp. 264, 
331, et seq., 552, 557 et seq. The last clause limits 
powers of revocation, and substitution to trusts. This 
is a change in the law. Coke on Littleton, 273a; 
Tiffany, Real Property, 2nd Ed., p. 1049. 


SECTION 13. Reversions.—A reversion is 
the future estate in land or personal prop- 
erty remaining after the effective creation 
by the owner, or by operation of law, of one 
or more estates out of the estate which 
existed prior to the creation. There can be 
no reversion after a fee-simple estate in 
land, or of an absolute estate in personal 
property; but if a fee-simple estate in land, 
or an absolute estate in personal property 
is created determinable or is made defeas- 
ible by an executory limitation to the 
creator or his heirs of land or his dis- 
tributees of personal property, there is 
created a possible reversion, which is called 
a possibility of reverter. 

An executory limitation to the grantor or his heirs 
is really a possibility of reverter. Compare Tiffany, 
Real Property, 2nd Ed., p. 472 and p. 1393. Note 
that Section 26 of this draft cuts off possibilities of 
reverter after 50 years. This is new. 

SECTION 14. Remainders.—A remainder is 
a future estate in land or personal property 
for years, for life, or in fee created by the 
same written instrument which creates a 
prior estate or prior estates for years or 
for life, and which will become possessory 
if at all upon the termination of such prior 
estate or estates, but which does not itself 
cause their termination. Remainders are 
either vested or contingent or partly vested 
and partly contingent. 

This is Section 11 of the last draft unchanged, 
except for the addition of personal property. 

SECTION 15. Vested Estates. — Vested 
estates are either vested in possession or 
vested in interest. An estate is vested in 


possession when it includes the right of 
present possession or enjoyment of the 
property. It is vested in interest when it 
includes the right of possession or enjoy- 
ment at a future time to begin on the ter- 
mination of all prior estates which are or 
may become vested in the meanwhile. 

This is former Section 13, substituting ‘vested in 
interest” for “vested in remainder.” The change -fol- 
lows the books instead of departing from them. 

SECTION 16. Remainder Wholly Contin- 
gent.—A remainder is wholly contingent 
when by the terms of the creating instru- 
ment it can vest only on the satisfaction of 
a condition precedent, or which being creat- 
ed in favor of an uncertain person or per- 
sons, can vest only on the ascertainment 
and qualification of such person or persons. 
Contingent remainders are subject to the 
rule against perpetuities. 


SECTION 17. Remainders Partly Contin- 
gent.—A remainder iis partly contingent or 
vested subject to opening when it is vested 
in a person or persons ascertained and 
qualified to take possession of the property 
in regard to which the remainder was 
created, if the preceding estate should 
presently end, but whose share or shares 
are subject to diminution by the birth or 
qualification of other persons entitled to 
share in the estate in remainder under the 
terms of the creating instrument. 


SECTION 18. Divesting and Defeasance 
Distinguished.—Except as an estate in re- 
mainder may be reduced in quantity by 
opening to admit another person or persons 
entitled to share therein, no estate once 
vested can be divested; but an estate may 
be defeated by the operation of a special 
limitation, or of an executory limitation, or 
by the exercise of a power of termination 
on a condition subsequent, or of a power of 
revocation in a trust, or of a power of 
appointment or disposition. Also a life 
estate in remainder may be defeated by 
lapse before a preceding estate terminates. 

This Section is now believed to cover all cases of 
defeasance. 

SECTION 19. Contingent Remainder Not 
Defeated by Termination of Preceding 
Estate Before Contingency Happens.—A 
contingent remainder once created shall not 
be defeated by the termination of the prece- 
dent estate for any reason before the hap- 
pening of a contingency upon which such 
contingency remainder was limited to take 
effect, but shall subsist as an executory 
interest. 


This Section is the common change in the Common 
Law to preserve contingent remainders which would 
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otherwise fail from the falling in of the preceding 
estate. The form is based on Section 58 of the New 
York Real Property Law. 

SECTION 20. Executory Limitations and 
Executory Interests——Where a fee-simple 
estate in land or an absolute estate in per- 
sonal property, or an estate for life, or for 
years has been created by deed or by will 
in a designated person or persons, or has 
been reserved in the creator or his heirs, or 
distributees, with the proviso that on the 
happening of a specified event or events the 
first estate shall be cut off and supplanted 
by another estate in another person or per- 
sons, such first estate is an estate subject 
to an executory limitation and the latter 
estate is an executory interest; and where 
an estate is created to commence on the 
happening of a specified event or at a speci- 
fied time, and no estate immediately pre- 
ceding it is created by the same instrument, 
it is an executory interest. Executory limi- 
tations and executory interests are subject 
to the rule against perpetuities. 


SECTION 21. Effect of An Executory Limi- 
tation to Creator or His Heirs.—Where an 
estate in land or personal property is 
created subject to an executory limitation 
to the creator or his heirs or their heirs 
living at the time the interest shall arise, 
or to his distributees or to his estate, the 
executory interest shall be construed to be 
a possibility of reverter. , 

This is a reiteration of the principle of Section 13, 
but names the usual phrases found in conveyances 
which have to be construed. 

SECTION 22. Meaning of Death Without 
Issue-—Where an estate is created to take 
effect or to determine on the death of any 
grantee or devisee “without heirs” or “with- 
out heirs of the body” or “without issue” 
general or special, the words “heirs” or 
“heirs of the body” or “issue” shall be con- 
strued to mean respectively heirs or heirs 
of the body or issue living at the time of the 
death of the person named as ancestor, and 
shall not be construed to restrict the hap- 
pening of the contingency to the lifetime of 
the creator of the estate. 


This Section prevents an estates-tail by implication 
and makes the gift over an executory limitation, 
reciting the usual phrases. It also abolishes the pre- 
sumption that the gift over was intended to take 
effect before the testator’s death. It has not been 
changed. 


SECTION 23. Rule in Shelley’s Case 
Abolished.—Where an estate in remainder 
is created in favor of the heirs or the issue 
or any class of the issue of a person to 
whom a life estate in the same property is 
given or reserved by the same instrument, 
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the persons who on the termination of the 
life estate are the heirs, or the issue, or the 
designated class of the issue of such holder 
of the life estate, shall take such remainder 
in their own right as designated remainder- 
men. 

SECTION 24. Rule Against Perpetuities.— 
Excepting future estates to donee charities 
capable of taking after vested estates to 
donee charities capable of taking, no in- 
terest in land or personal property created 
by any instrument is valid unless it must 
become vested within twenty-one years after 
the instrument takes effect or not later than 
twenty-one years after the death of some 
person connected with the creating transac- 
tion or who is named or referred to therein 
and who is living at the time the instru- 
ment first takes effect; and a child in ges- 
tation which is born later, shall be treated 
as born though still in gestation for the 
purpose of sustaining the validity of an 
interest otherwise invalidated by this Sec- 
tion. And when the age at which an interest 
is to vest, or the number of years which 
must elapse before vesting, by the terms of 
the creating instrument would make the 
interest fail, the age or period for vesting 
shall be construed to mean twenty-one 
years. But an interest created for the bene- 
fit of a designated class is valid as to all the 
class if the interest of at least one of the 
class would be valid if taken alone. 

This Section has been changed since last year 
chiefly by inserting the next to the last sentence. 

SECTION 25. A Possibility upon a Possi- 
bility——The rule of law prohibiting the limi- 
tation, after a life interest to an unborn 
person, of an interest in land to the unborn 
child or other issue of an unborn person is 
hereby abolished, but without prejudice to 
the preceding Section relating to perpetui- 
ties. 


This Section follows the English Law of Property 
Act of 1925. See Re Frost, 43 Chan. Div. 246 (1889). 
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SECTION 26. Time Limit on Possibilities of 
Reverter and Rights of Entry.—Possibilities 
of reverter and powers of termination, that 
is, rights of entry for conditions broken, 
become void [fifty] years after the instru- 
ments creating them take effect. 


This Section is new. Possibilities of reverter and 
rights of entry, if made assignable (See Section 29), 
certainly should not be allowed to run forever, as they 
do now when so drawn. It is clearer to limit them to 
a definitely reasonable time than to try to make the 
rule against perpetuities apply to them. 


SECTION 27. Conveyance of Greater Estate 
than Grantor Holds.—A grant or devise of 
an estate by one who has no power to grant 
or devise such estate at the time of the 
grant or devise, shall convey all the interest 
which the grantor had the power to convey 
within the measure of the estate which the 
instrument purports to convey; and if the 
instrument contains a general warranty of 
title, it will also convey after acquired in- 
terests to the extent of the estate which the 
instrument purports to convey. 


This Section has been clarified in accord with sug- 
gestions last year. 


SECTION 28. Uses and Trusts.—No mere 
use or naked trust can validly be created 
or declared for the benefit of a person or 
persons other than the holder of the legal 
estate; and all instruments creating or 
declaring such a use or trust shall have the 
effect of vesting the legal estate in the per- 
son or persons for whose benefit the use or 
trust is created or declared. This Section 
shall not be construed, however, to prevent 
the creation or declaration of an otherwise 
lawful active trust, or to prevent an equit- 
able estate from existing separately from 
the legal estate provided the trust is active 
or was created in good faith to allow the 
trustee to be active. 


SECTION 29. All Estates Transferable.— 
All estates whether present or future, and 
whether vested or executory or contingent, 
and whether a possibility of reverter de- 
pendent upon the happening or _ non- 
happening of an event, or an estate on con- 
dition dependent upon the exercise of a 
power of termination, and whether the 
estate is in the creator or in another or 
others, are transferable, and if extending 
beyond the lifetime of the owner are de- 
scendible and may be devised; and they may 
be reached by creditors by appropriate pro- 
cedure, except as may be precluded by the 
law of this State applicable to exemption 
from the payment of debts [and any 
statutes or decisions of this State recog- 
nizing spendthrift trusts as legal]. 


TRUST COMPANIES 


SECTION 30. Interpretation—This Act 
shall be so interpreted and construed as to 
effectuate its general purpose to make uni- 
form the law of those States which enact it. 


SECTION 31. This Act Not Retroactive.— 

This Act shall take effect on the 
19...., and shall not affect 

interests in land created by instruments 
taking effect before that date. 

SECTION 32. Short Title—This Act may 
be referred to as the “Uniform Estates 
Act.” 


Business Insurance Absorbs and 
Minimizes Managerial Loss 


“The increasing complexity of business 
has enhanced the importance of business 
leaders. Just as the loss of its commanding 
officers turns an army into an undisciplined 
horde, so the loss of the managerial brains 
of a business enterprise has a distinct de- 
preciating effect upon the organization. One 
of the major problems of modern manage- 
ment has been to find a method of absorb- 
ing and minimizing this loss,” stated Leon 
Gilbert Simon of New York City, in his 
address before the recent meeting of the 
National Association of Life Underwriters 
at Des Moines, Iowa. 


“Business Insurance is essentially life in- 
surance applied to business needs. It is a 
mistake to believe that Business Insurance 
applies only to big business interests. By 
analogy, it is just as important to the small 
concern as the $5,000 or $10,000 life insur- 
ance policy is to the laboring man’s widow. 
The majority of business insurance policies 
being written today are of comparatively 
small denomination, the average being 
about $8,000. Practically every small store- 
keeper and owner of a moderate sized 
wholesale or jobbing business is in real 
need of Business Insurance. 

“Business Insurance is being applied 
every day for use among corporate enter- 
prises. For example, the president of a cor- 
poration is insured for the benefit of the 
corporation because of the fact that upon 
his death the company will be unable to 
replace him quickly and the loss of his valu- 
able services may mean a slackening up in 
every branch of the business and a result- 
ing financial loss. This financial loss is 
absorbed by Business Insurance. 

“Business Insurance is essential in both 
corporations and partnerships. It may be 
used to provide the money with which the 
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surviving partner or stockholder can pur- 
chase the deceased’s interest. The surviving 
partner or stockholder thereby succeeds to 
the full ownership of the business. This 
avoids embarrassing entanglements and 
eliminates a situation where the widow or 
another heir ‘comes into the business.’ It 
also eliminates the necessity of a surviving 
partner or stockholder borrowing money to 
buy his late associate’s interest. 


“It has been argued that Business Insur- 
ance is essential for large corporations but 
not so urgent for partnerships. This idea 
is wholly incorrect. Ordinarily the death of 
a partner immediately dissolves the part- 
nership, the surviving partner becoming 
responsible for all partnership debts. Under 
these conditions it is very advantageous for 
the surviving partner to have a Business 
Insurance agreement in force supported by 
life insurance so that he will have the 
money in hand to pay off the deceased part- 
ner’s interest. 


“In the close corporation, Business Insur- 
ance is extremely essential. It makes no 
difference whether one stockholder has a 
larger share of stock than another, the 
ownership of the close corporation stock 
should be redistributed through Business 
Insurance upon the death of the stock- 


holder.” 
Explicit Details Important 


“Where Business Insurance is used to 
buy the interest of the decedent it is essen- 
tial that all the details be explicitly stated 
in the written agreement and it must be 
kept in mind that the life underwriter is 
not a lawyer and should not draw up legal 
documents. The underwriter should not sub- 
mit the legal agreement to the prospect, 
but merely outline what the agreement 
should contain. The underwriter should be 
thoroughly familiar with the purpose of 
the agreement and with its essential char- 
acteristics, but some competent lawyer 
should do the actual preparing of the 
agreement. 

“The credit standing of a firm is often 
measured by the amount of Business Insur- 
ance which it carries. Progressive mercan- 
tile agencies and banks (including the Fed- 
eral Reserve Bank) ask how much of such 
life insurance is owned. It forms an im- 
portant item on financial reports and state- 
ments? Business Insurance not only creates 
credit, it also acts as a shock absorber when 
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credit stability is threatened. When the im- 
portant person in a firm dies, it follows that 
the business suffers a certain economic loss. 
The credit of the firm may be curtailed, 
creditors may become anxious about the 
stability of the business, the bank may re- 
fuse to renew notes and the morale of 
valuable employees may be undermined by 
a feeling of uncertainty or worry concern- 
ing their future. The impact of these shocks 
can be absorbed by Business Insurance. 
There are several other secondary advan- 
tages which Business Insurance offers a 
business enterprise. For example, after 
Business Insurance policies are in force a 
few years their cash values constitute an 
emergency fund which may be used for 
business purposes during the lifetime of 
the insured members of the company. The 
Business Insurance agreement may be so 
written that when the members of the com- 
pany reach advanced ages, the cash values 
in the insurance policies can be used as a 
first payment to retire the members from 
the business. Sometimes a business organi- 
zation needs additional capital for expan- 
sion and authorizes a special bond issue so 
that the proceeds can be used for such a 
purpose. In that event the responsible lives 
may be insured with the understanding that 
upon the death of one of the insured per- 
sons, the proceeds of the policy will be 
available to retire the bonded indebtedness 
in whole or in part. 

“To sum up the essentials of life insur- 
ance in its relation to business, we find that 
Business Insurance specifically accom- 
plishes the following purposes: 


Replaces the economic loss of a valu- 
able life. 

Retires the decedent’s interest and al- 
lows the survivor to continue. 

Provides an available emergency fund. 

Acts as a shock-absorber. 

Stabilizes credit standing. 

Retires individuals at old age. 

Retires outstanding indebtedness. 


“During the depression Business Insur- 
ance suffered to the same extent as regular 
forms of life insurance but during the past 
few months several companies report a very 
material increase in new policies issued for 
this form of protection. Business is on the 
way back to growth and prosperity and it 
has brought with it a renewed demand for 
Business Insurance.” 





Books and Brochures Reviewed 


Embarrassing Dollars and Hints to Their 
Holders— 
By A. R. HORR, vice president in charge of trust 
work, The Cleveland Trust Company. Published 
Sept. 19, 1935, by Harper & Brothers, New York. 
245 pages. Price $2.50. 


Those who have money to invest find it 
difficult, with the prevailing low rate of in- 
terest, to obtain a reasonable return with- 
out undue risk of principal. To such people 
their dollars are “embarrassing.” 

Mr. Horr writes: “The embarrassment 
can be reduced in no better way than 
through the Gift of Protection attained by 
naming the right kind of bank or trust 
company as trustee for property and the 
proceeds of life insurance, or through some 
other method of procedure, getting the 
benefit of the sources of information, the 
experience, contacts and specialized knowl- 
edge of the officers and staff of such a 
trustee.” 

This volume comprises the wisdom of 
providing income for the family instead of 
principal—giving elastic powers to the 
trustee so that the financial needs and com- 
fort of the family may be met as far as 
possible. Sound selection of the trustee 
helps to assure group judgment instead of 
individual decisions in all important mat- 
ters. 

The author writes in a pleasant, chatty 
style, generously interspersed with stories 
of numerous investment experiences and 
quotations. 

In the seven page introduction, the Hon. 
Newton D. Baker says: “And so we have a 
book by a man who knows money and 
money’s worth, and who knows men and 
women, and children too, with their hopes 
and fears, their aspirations and their dan- 
gers, and I am happy to commend his phil- 
osophy and his counsel to those who have 
problems which trouble them about their 
duty to provide protection and their re- 
sponsibility for the welfare and happiness 
of others, as it may be affected by the pro- 
vision they make for them in anticipation 
of the time when these dependents must 
shift for themselves.” 

The concluding chapter, “Rates 
Risks,” is by Col. Leonard P. Ayres. 

This book will prove both helpful and 
suggestive to those who advise regarding 
investments and most interesting and use- 
ful to investors. 


and 


Charitable Trusts 


By EWAN CLAGUE. Published 1935 by Pennsyl- 
vania School of Social Work. Price $1.00. Reviewed 
by Ralph Hayes, Director, New York Community 
Trust. 


A slim, unheralded volume, newly pub- 
lished in Philadelphia, makes perhaps the 
most significant contribution to contempo- 
rary knowledge of its subject since the 
exhaustive parliamentary investigation in 
the late nineteenth century of funds trust- 
eed for public uses in England. 

Ordinarily such funds are acclaimed when 
they start. This report casts a cold apprais- 
ing eye upon them after fifty, a hundred, 
two hundred years at work. To many, the 
years prove unkind. Some are fantastically 
oversized for what they do, others far too 
puny for what they were meant to do. Some 
are patently antiquated, others painfully 
constricted. Nearly 800 funds, some of pre- 
revolutionary origin, are surveyed and the 
briefly stated findings should be compul- 
sory homework for philanthropists and law- 
yers and sociologists. 

“Recommendations for immediate ac- 
tion” include “the establishment of com- 
munity trusts and charitable foundations 
with broad discretionary powers.” 

Flaws may be found in the study—it 
lacks an index, its data are from 1931, its 
bibliography is scant, it is geographically 
restricted, its conclusions are sometimes 
debatable. But when all the reservations 
are stated, it remains a trenchant study 
that both criticizes and distinguishes one 
community—and challenges many another. 


American Bank Failures— 


By C. D. BREMER, Ph.D. and edited by the 
Faculty of Political Science of Columbia Uni- 
versity. Published Sept., 1935, by Columbia Univ. 
Press, N. Y. 144 pages. Price $2.25. 

A study of American bank failures from 
1865 to 1935 based upon statistical material 
gathered principally from published sources 
but the author states that “additional data 
and interpretations” were furnished by the 
office of the U. S. Comptroller of the Cur- 
rency and a number of State Banking Com- 
missioners. . 

In the introduction it is stated that “The 
inability of American banking to provide 
adequate protection for the resources of 
the community and the savings of deposi- 
tors has repeatedly been demonstrated by 
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the recurrence of bank failures. The record 
of these failures since the establishment of 
the national banking system is truly an 
imposing one, over 19,000 banks having 
been placed in receivership or forced to 
restrict or suspend operations between 1865 
and December 30, 1933, on account of in- 
ability to meet the demands of depositors. 
Of this number more than 3,000 failures in- 
volving ‘resources amounting to nearly one 
billion dollars occurred prior to 1921. The 
16,000 odd banks which suspended opera- 
tions during 1921-1933 had deposits of 
more than nine billion dollars. * * * 

“A review of the recent failure epidemic 
discloses that 5,714 banks with deposits of 
$1,625,468,000 suspended operations during 
1921-1929.” 

The study is presented in eight chapters 
with thirty-two tables and supported by 
many footnotes of citations. A splendid con- 
tribution for the use of the student of 
American banking history or any. person 
who desires to secure in compact form the 
record of bank failures. 


Merchandising for Banks, Trust Companies 


and Investment Houses 
By L. DOUGLAS MEREDITH, New York: Bank- 
ers Publishing Co. 382 pp. $5. 


This book covers the whole “merchandising 
process” and elaborates on the author’s be- 
lief that bank services may be marketed on 
just as scientific a basis as manufactured 
products if bankers will take pains to ana- 
lyze every step in the process which includes 
market analysis, advertising, selling and 
publicity. 

Dr. Meredith has been on the economics 
faculty of the University of Vermont and for 
the past year has been the state’s commis- 
sioner of banking. Before writing this book 
he spent three years reviewing written and 
spoken comments on the subject of bank ad- 
vertising, selling or merchandising methods. 
The present volume, therefore, is not only a 
condensation of his own views, but it reflects 
the best thought of many other practical 
authorities. 


Man Alive! Forty More Years to Go! 


By HARVEY BLODGETT. Published 1935 by the 
Blodgett Press, St. Paul, Minn. 63 pages. Single 
copy $1.00; quantity orders scaled down to 50c. 


This is one of the best inspirational book- 
lets which has come to our attention. Here 
are a few typical excerpts. 

“Beware the demagogue! He is ‘an orator 
or leader who seeks to influence the people 
by pandering to their prejudices and pas- 
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sions, an unprincipled politician, a leader 
of the mob.’ He distorts facts to suit his 
purposes, making half truths, even false- 
hoods of them. He conceals those facts or 
phrases which are required to complete the 
meaning of what he misquotes or garbles. 
Drunk with power over his following, he 
strives with tricks of oratory to make it 
appear that anything he says is so because 
he says it, regardless of evidence of others 
who have as great a right to honesty of 
opinion, and an intelligence and fairness 
even exceeding his. His dupes blindly ac- 
cept his winds of doctrine because they 
have not the capacity or inclination to form 
reasoned conclusions by becoming intelli- 
gently informed on all sides of the ques- 
tions, . . . sides which the charlatan pur- 
posely withholds.” 

“Gangway for the Unlicked! Who are 
they? They are the every-day fellows who, 
bruised painfully by the buffetings of ad- 
versity, have not been knocked through the 
ropes; but have squared off for a new 
round.” 

“Taking advantage of the unprecedented 
flux in human thought and in the social or- 
der, unnumbered radical fanatics have been 
pouring into young minds philosophies sub- 
versive of the ideals on which this nation 
was founded and has prospered. They have 
been busy inventing panaceas, substitutes 
for work, and political philosophies which 
bear suspicious similarity to the godless- 
ness and servility of the Russian system. 
Never were the steadying influences, the in- 
telligent service to the nation of militant 
young manhood needed more than in this 
hour of Destiny.” 

“God help the young man who has not 
formed a life philosophy which will en- 
able him to take crushing blows on the chin 
and stay on his feet.” 
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Women Can’t Keep It 
“Today,’’ October 12, 1935. By GRETTA PALMER. 


“A woman and her money are soon parted—at 
least, if the reports of the bankers and brokers 
are correct. She can’t resist the lure of a 10 per 
cent return, and she is an optimistic customer— 
till she loses.’ 


‘He is survived by a widow,’ says the 
newspaper obituaries, which obligingly fur- 
nish the address. If it is in a good neigh- 
borhood, it is noted on a number of sinister 
cuffs; the insurance chasers are back on 
the job. 

“The beneficiaries of life insurance poli- 
cies are 85 per cent women, 75 per cent 
widows, according to the most recent 
figures. The average size of a life insur- 
ance policy today is $2,163, according to 
the Life Insurance Year Book of 1934. A 
bumper crop of small-time victims is pro- 
vided every year for the insurance swind- 
lers of the country. Their procedure is 
simple and straightforward. * * * 

“If a plausible gentleman comes along 
and offers to take the burden off her mind, 
with a promise of a 10 per cent yield, she 
is so eager to accept this solution of her 
difficulties that she hardly waits to look 
into his credentials. She would hate to find 
that the story he tells her isn’t true. * * * 

“Women are inadequately prepared for 
the managing of money, brokers say. They 
only know what they read in the news- 
papers—which, too often, concerns the story 
of hew a plunger has cleaned up $3,000,000 
in the Street. 

‘They all want to believe in Santa Claus,’ 
one banker reports. 

“A check made on the fortunes of ten 
widows of New York millionaires, over the 
past fifteen years, has shown that nine of 
them today are destitute. The tenth, by 
taking in roomers in her handsome man- 
sion, has been able to keep the wolf from 
coming closer than the marble foyer. These 
women were all victims of the delusion that 
you can get security at 12 per cent. 

“Financial experts today are trying to 
convince women that the safest disposition 
of their money is to place it in trust and to 
accept whatever income the company pro- 
vides. They have abandoned any hope of 
training women to take as impersonal a 
view of their speculative losses as men. 
Temperamentally, according to the down- 
town experts, women are incapable of hard- 
boiled speculation. They take their win- 
nings as a matter of course; they blame 
their losings on the broker and refuse to 
pay. For this reason, the stock exchange 
houses will not accept margin accounts 
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from women unless they are forced to do 
so by reasons of diplomacy. One firm, which 
formerly courted women’s business, found 
it necessary to furnish a Wailing Room 
with a trained nurse, where the ladies 
might have their hysterics when the market 
went down. 

““Men may jump out of windows when 
they have lost everything by a market col- 
lapse,’ one customers’ man reported, ‘but 
they jump quietly, and they blame no one 
but themselves. Women usually protest that 
someone must have swindled them. They 
always have to have a scapegoat for their 
losses. We are through with women cus- 
tomers for speculative accounts; they’re 
too difficult.’ * * * 

“Today women insist upon security. But 
few of them, even now, are willing to pay 
the full price. 

“The answers to a questionnaire sent out 
by Women Investors, Inc., which are now 
being compiled, show that women are will- 
ing to turn their money over to a trust 
company for safekeeping, but cannot under- 
stand why they must expect less than 5 
per cent. in return. One thing which baffles 
them, the returns show, is the fact that 
high-class bonds are quoted, in the papers, 
above par. They think that by putting their 
money in such securities, they should get 
a comparably high yield. * * * 

“Forty per cent of all incomes over 
$50,000 which are left to women are left in 
trust, according to figures reported by the 
Estate Recording Company of Boston in 
the TRUST COMPANIES MAGAZINE. These 
estates are included in the 70 per cent esti- 
mate, being listed in women’s names, but 
are handled by the trust officers, who are 
> 

“It is the earnest plea of a spokesman 
for the New York Stock Exchange that 
women abandon any idea that they are 
clever enough to disregard their conserva- 
tive banker’s advice. It is his belief that 
even if they were as well-educated in mat- 
ters of investment as any man, they would 
still be temperamentally unfitted for spec- 
ulation. Overconfidence in their own luck 
and judgment is their besetting investment 
sin; he would urge them to leave their funds 
in the care of a trust company headed by 
cautious, skeptical men officials. * * *” 


Acquiring and Maintaining Prospect Mail- 
ing Lists 
Report prepared by Policyholders Service Bureau— 
Group Insurance Division—Metropolitan Life In- 
surance Company, 1935. 34 mimeograph pages. 
This report represents a tremendous 
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amount of research in representative or- 
ganizations and is written in an easy going 
style which makes interesting reading 
matter. ; 

Experiences and methods are presented, 
pointing out the advisability and the in- 
advisability of certain practices. Classifica- 
tion of prospects are dealt with at length 
under such headings as: According to Cus- 
tomer and Prospect; Geographically; Ac- 
cording to Buyer’s Power; By Industry or 
Kind of Business; According to Seasonal 
Characteristics; By Types of Executives, 
and According to Length of Time on Mail- 
ing List, ete. 

Some astounding figures are given rela- 
tive to change in ownership, failures, re- 
movals and new names, for the years of 
1931-32, the highest being 81 per cent. The 
maintenance of mailing lists is handled in 
the same manner as the acquiring of new 
names, namely by the experience of the 
various organizations. 





Real Estate Bond Issues of the Future 


From address by DAVID SAPERSTEIN 
Director of the Trading and Exchange Division Securities and Exchange Commission 
Before the National Mortgage Board of the National Association of Real Estate Boards 


O appraisal of the American eco- 
N nomic scene can be accurate 

which fails to stress the impor- 
tance of real estate financing. A wise 
and proper policy with respect to such 
financing is indispensable to genuine re- 
covery. A return to the policy of the post- 
war years may corrode the entire finan- 
cial structure beyond the possibility of 
repair. * * * 

From our present point of vantage we 
can see with unclouded vision the easy 
standards which prevailed in a world 
from which it was commonly believed 
poverty and hunger had been banished. 
We know now that those easy standards 
will not do in today’s world or tomor- 
row’s. They must be supplanted by new 
standards which recognize the simple 
fact that the investor’s interests are of 
paramount importance not only to him- 
self but to the society which needs him 
so badly. This point cannot be too strong- 
ly emphasized now, at this moment, when 
the destinies of the building industry and 
the mortgage business are matters of 
such grave and universal concern. 


On every hand measures are being 
taken to facilitate real estate financing. 
Legislation adopted at the last session 
of Congress liberalized mortgage lending 
by member banks of the Federal Re- 
serve system; increased the appropria- 
tion of the Home Owner’s Loan Corpora- 
tion by $1,750,000,000; reduced the cost 
of mortgage insurance; authorized the 
expenditure of $450,000,000 for low and 
moderate cost housing projects; and in 
other respects pushed forward the pro- 
gram of stimulating housing construc- 
tion on a broad front. 

I have no intention of venturing to 
predict the future of real estate in such 
expert company as this. One need not be 
an expert, however, to recognize some 


plain facts about the building industry. 
With an aggregate volume of approxi- 
mately $11,000,000,000 during the peak 
year, 1928, it is among the three largest 
industries in the United States and the 
second most prolific source of employ- 
ment for skilled, unskilled and profes- 
sional labor. A host of other industries 
are affected by its ebb and flow. 

It has been estimated that due to the 
unprecedented building paralysis of the 
last five years our housing deficit now 
exceeds 1,450,000 homes. Construction 
has barely kept abreast of destruction 
and obsolescence. Vacancy surveys indi- 
cate that in many sections of the coun- 
try vacancies have virtually disappeared 
both in small residences and apartments. 
Blighted, slum and over-crowded areas, 
inimical alike to our social and economic 
progress, cry out for correction. 

It has also been estimated that during 
the next ten years, in order to satisfy the 
demand created by increase in the num- 
ber of families, cumulative shortage, 
units to be demolished, ordinary disap- 
pearance through fire and act of God, 
and a necessary reserve of homes, sev- 
eral million dwellings will be required. 
The picture is fraught with promise for 
the future—promise that great masses 
of men will be put back to work and 
promise that the American standard of 
living will be immeasurably enriched. 

But before those promises can be 
translated into reality three essential 
factors must be introduced into the pic- 
ture: 

First, the cost of housing must be 
brought down in relation to other 
se *** 

In the second place, a new technique 
of real estate financing must be evolved 
which will take the curse off the mort- 
gage. * * * 
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The third factor still lacking for the 
development of a gigantic building pro- 
gram is the confidence of the investing 
public in real estate securities. * * * 

I turn now, with some hesitation, to a 
consideration of the real estate bond of 
the future. Your prognostication as to its 
essential characteristics would probably 
be more accurate than mine. Neverthe- 
less, since you have invited me to ex- 
press an opinion, I venture to say that, 
if and when there is a general revival of 
interest in mortgage financing, the real 
estate bond of the future and more par- 
ticularly the bond secured by a mortgage 
on residential property, will present a 
contrast to the real estate bond of the 
past in several respects. 


(1) It will be secured by a first lien 
on the property and will be written for 
a large enough percentage of the prop- 
erty’s fair value to take care of the bor- 
rower’s needs without imperiling the 
lender. Hence, the second mortgage on 
residential property will probably be- 
come obsolete. 


(2) It will bear a progressively lower 


rate of interest as its safety and liquidity 
factors rise. In time a security bearing 
a higher rate than 414 per cent may be 
regarded as extortionate. 

(3) It will run for a longer term than 
heretofore, particularly in the case of 
home mortgage loans, which will be 
amortized by monthly payments com- 
mensurate with the borrower’s income. 
Renewal fees and bonuses should dwin- 
dle to the vanishing point. Moreover, the 
recurrent dread of foreclosure and evic- 
tion which the home owner suffered 
every two or three years as his mort- 
gage became due will be replaced by a 
feeling of permanence and security. 

(4) It will possess a greater degree 
of stability and marketability either by 
virtue of the creation of a federal mort- 
gage bank, as your association has urged, 
or an expansion of the activities of exist- 
ing governmental agencies. 

(5) It will tend to become a less haz- 
ardous form of investment, because it 
will be more intelligently adapted to the 
borrower’s ability to pay; because the 
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investor will have access to more accu- 
rate and comprehensive information; and 
because it will be based on sounder valu- 
ations. The selection of expert apprais- 
ers will be a matter of deeper concern 
to investors and issuers alike. In a field 
where several factors can only be ap- 
proximately estimated the experience, 
judgment and integrity of the appraiser 
are matters of prime importance. 

These are some of the tendencies of 
modern real estate financing. What part 
does the Securities and Exchange Com- 
mission play in this picture? 

There is nothing in the Securities Act 
of 1933 or in the Securities Exchange 
Act of 1934 concerning which any legiti- 
mate realtor or mortgage broker need 
feel alarm. The Acts are designed to 
stamp out the abuses and excesses which 
have flourished in the securities mar- — 
kets, including the market for real es- 
tate securities, and which have contrib- 
uted so largely to the disruption of the 
nation’s credit system and the disloca- 
tion of its industry and trade. But the 
Commission has consistently taken the 
position that the administration of these 
laws should in no way hamper legitimate 
business enterprises. 

The Securities Act of 1933 requires 
that before a security is offered for pub- 
lic sale full and honest disclosure be 
made of all the facts necessary to enable 
the investor to exercise an intelligent 
judgment. 


The Commission has labored for many 
months with the problem of formulating 
rules which will accomplish the desired 
objective without imposing unnecessary 
burdens upon issuers. Patient study and 
painstaking effort have been devoted to 
the complex task of simplifying the 
forms for registration and adapting 
them to the type of issuer seeking regis- 
tration. While special forms have not 
yet been promulgated dealing with real 
estate bond issues the work of preparing 
such forms is going forward as rapidly 
as possible. The Commission has always 
welcomed the cooperation of persons 
qualified by experience and training to 
offer constructive suggestions and you 
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may rest assured that suggestions from 
you concerning the regulations and 
forms for the registration of real estate 
bond issues will be warmly received. 


The Act empowers the Commission to 
exempt from the necessity for registra- 
tion any class of securities where the 
aggregate amount at which the issue is 
offered to the public does not exceed 
$100,000. Acting under this power, the 
Commission has exempted from registra- 
tion notes or bonds directly secured by 
first mortgage or first deed of trust on 
real estate or on a leasehold subject, how- 
ever, to several conditions. The condi- 
tions are: That the exempted securities 
shall be sold for cash; that no other se- 
curities of the same class shall have been 
sold within the preceding year, except 
for cash; that the aggregate offering 
price of the present issue and of any 
other offerings of the same issuer ex- 
empted during the preceding year shall 
not exceed $100,000; that if the securi- 
ties are distributed through an under- 
writer, the net proceeds to the issuer 
shall be at least 90 per cent of the ag- 
gregate offering price to the public; and 
that any prospectus authorized by the 
issuer shall plainly state that the securi- 
ties have not been registered. In addi- 
tion, where the notes or bonds are in 
denominations of less than $500, the ex- 
emption is not available unless the se- 
curities are in denominations of at least 
$50, and unless a prospectus is filed with 
the Commission and delivered to the pur- 
chaser before the sale. Other exemptions 
from the necessity for registration un- 
der the Securities Act are provisionally 
granted in the case of offerings which 
do not exceed $30,000 and in the case of 
securities exchanged for bona fide out- 
standing securities or claims where the 
aggregate value of the outstanding se- 
curities or claims does not exceed 
$100,000. 


Only a few days ago the Commission 
exempted certain securities directly or 
indirectly insured by the Federal Hous- 
ing Administrator. The exemption ap- 
plies to single mortgages not exceeding 
$16,000 which are thus insured, as well 
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as to trust instruments covering such 
single mortgages. It is available to an 
issuer even though that issuer offers 
mortgages aggregating more than $100,- 
000 during a single year. 

Mortgage brokers have exhibited par- 
ticular interest in the provision of the 
statute which exempts transactions by 
an issuer not involving any public of- 
fering. In this connection the Commis- 
sion’s General Counsel has expressed the 
opinion that many factors must be con- 
sidered in determining the availability of 
this exemption including the number of 
offerees as distinguished from actual 
purchasers, and their relationship to 
each other and to the issuer; the size of 
the offering; the number of units of- 
fered; and the manner of offering. The 
ultimate question as to whether a pub- 
lic offering is involved is one of fact in 
which all.surrounding circumstances are 
of moment. 


These exemptions, of course, make 
registration unnecessary in many mort- 
gage loans transactions. Does this mean 
that the purchaser of exempted mortgage 
bonds receives no protection under the 
Act? It most decidedly does not. Whether 
the security is exempted or not, it is un- 
lawful for any person who sells it 
through the mails or in interstate com- 
merce, to perpetrate a fraud upon the 
purchaser, and any person who does so 
incurs both the civil and criminal penal- 
ties of the Act. 


Under the Securities Exchange Act of 
1934, the Commission has power to regu- 
late transactions of brokers and dealers 
in the over-the-counter markets. The 
Commission has taken the initial step in 
its program to insure to investors in the 
over-the-counter markets protection 
comparable to that provided in the case 
of organized exchanges. A broker or 
dealer must be registered with the Com- 
mission before January 1, 1936, if he 
uses the mails or the instrumentalities of 
interstate commerce for the purpose of 
making an over-the-counter market for 
the purchase and sale of a non-exempted 
security, or uses any facility of such an 
over-the-counter market. 
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The only brokers and dealers exempted 
from registration are those who deal ex- 
clusively in exempted securities, com- 
mercial paper, banker’s acceptances or 
commercial bills or any securities which 
have not been registered or listed on an 
exchange and the market in which is 
predominantly intrastate. We have re- 
ceived many inquiries from mortgage 
brokers concerning the applicability of 
this exemption to them. 


The Commission’s General Counsel has 
expressed the opinion that, as a general 
rule, dealers who deal exclusively in 
whole mortgages are not required to reg- 
ister. However, this opinion points out 
that circumstances may exist in the case 
of guaranteed or insured mortgages or 
in the case of a large number of separate 
mortgages, such as mortgages on virtu- 
ally identical residential properties in a 
new real estate development, where bid- 
and-asked quotations would exist for 
such mortgages and an over-the-counter 
market would thereby be established. 
This is of course clearly possible in the 
case of participation certificates or other 
instruments of partial interest in mort- 
gages. Wherever an _ over-the-counter 
market for whole mortgages or partici- 
pation certificates is thus established, 
dealers in such mortgages or certificates 
are subject to the same duty to register 
as are dealers in other securities for 
which an over-the-counter market exists. 
It should be pointed out that the fact 
that a dealer’s transactions are predomi- 
nantly intrastate does not of itself ex- 
cuse him from registration, but is a cir- 
cumstance which will be considered in 
determining whether or not the security 
can be classified as an unregistered se- 
curity the market in which is predomi- 
nantly intrastate. 

Registration may be denied by the 
Commission if the applicant has been 
convicted within ten years preceding the 
filing of his registration statement, of 
any crime involving the purchase or sale 
of any security or arising out of the con- 
duct of the business of a broker or deal- 
er, or if he is under injunction issued 
by any court within ten years preceding 
the filing of his registration statement, 


restraining him from continuing any 
conduct or practice in connection with 
the purchase or sale of any security. 
Registration may also be denied if an 
applicant wilfully misrepresents or con- 
ceals any material fact in his registra- 
tion statement or in any document sub- 
mitted in connection with his registra- 
tion or in any proceeding before the 
Commission. Registration may be re- 
voked for any cause which would justify 
the denial of registration or for the wil- 
ful violation of any provision of the 
Securities Act or the Securities Ex- 
change Act or any rule of the Commis- 
sion or if the registrant has been guilty 
of fraud in the conduct of the business 
of a broker or dealer. 


We are now examining the thousands 
of applications for registration which 
have been submitted to us by brokers 
and dealers throughout the country for 
the purpose of sifting out those whose 
business records indicate that it would 
not be in the public interest to permit 
them to register. Any broker or dealer 
who has an honorable record in the con- 
duct of his business will procure an ef- 
fective registration with a minimum of 
difficulty and no expense. Those who 
have been found guilty of fraud in the 
past will be given an opportunity to 
show cause before the Commission why 
registration should not be denied to 
them, and if the Commission deems it in 
the public interest to do so, it will debar 
them from carrying on the securities 
business. 


I feel confident that the program upon 
which the Commission has embarked in 
its administration of the Securities Act 
and the Securities Exchange Act merits 
the approval and cooperation of every 
forward looking broker and dealer. 


The First National Bank of Atlanta, 
Georgia, celebrated its 70th anniversary by 
setting aside Wednesday, September 18th 
as “Customer Appreciation Day.” Open 
House was held for those who wished to in- 
spect the six floors of the main office. 

The institution is the oldest National 
Bank in the Southeast and the largest be- 
tween Baltimore and New Orleans. 
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